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Wednesday,  23  October,  1946 


INTERNATIONAL  MILITARY  TRIBLNAL 

for  the  far  east 

Court  House  of  the  Tribunal 
War  Ministry  Building 
Tokyo,  Japan 


The  Tirbunal  met,  pursuant  to  adjournment. 


at  0930- 


Appearances: 

For  the  Tribunal,  sam.e  as  before. 

For  the  Prosecution  Section,  same  as  before. 
For  the  Defense  Section,  same  as  before. 


(English  to  Japanese  and  Japanese 
to  English  interpretation  wee  made  by  the 
Longoage  Section j  IlffCFE*) 


P,450 


LIEBERT 


DIRECT 


MiBSIIAL  OF  THE  COURT:  The  Interne tlonal 
Military  Tribunal  for  the  Far  East  is  now  in  session* 
THE  PRESIDENT:  All  the  accused  ere  present 
except  OKAWA  end  M/.TSUI.  We  have  a  doctor's  cer¬ 
tificate  as  to  the  state  of  MATSUI's  health.  The 
certificate  will  be  filed. 


JOHN  GRANVILLE  LIEBERT,  called 

as  ’a  witness  on  behalf  of  the  prosecution,  resumed 
the  stand  and  testified  as  follows: 

THE  PRESIDENT:  Brigadier  Qullliam. 

BRIGADIER  QUILLIAM:  Itey  it  please  the 
Tribunal,  nay  I  refer  to  Court  exhibit  850,  which 
was  produced  yesterday  afternoon,  record  of  Privy 
Council  meeting.  I  have  checked  the  records  end 
have  satisfied  myself  that  the  Foreign  Minister 
HIROTA,  referred  to  there,  is  the  accused  HIROTA. 

I  regret  that  I  was  not  in  a  position  to  give  that 

information  yesterday. 

THE  PRESIDENT:  At  the  renuest  of  Major 

Blakeney,  the  transcript  will  be  altered  at  page 
8,005,  line  6,  by  the  deletion  of  the  word  "clever" 
and  the  substitution  of  the  word  "covert." 


Hr-yj  ci 
vHj  ,'^'! . 


DIRECT 


I'AaSEAL  OF  IRE  COURT:  The  International 
I'illtary  Tribunal  for  the  Far  East  is  now  in  session 
IRE  TlEilDEf.Ti  All  the  accused  are  present 


ercert  OKa’VA  and  1  AToUI.  'A'e  have  a  doctor's  cer 


tificate  as  to  the  state  of  1  ATSUI's  health.  The 


certificate  will  be  filed 


Brigadier  Quill iair, 

B.tIGADIEi  QL'ILLIAI  »  I  ay  it  rlease  the 
Tribunal,  may  I  refer  to  Court  erhibit  8^0,  which 
was  produced  yesterday  afternoon,  record  of  Privy 
Council  meeting,  I  have  checked  the  records  and 
have  satisfied  myself  that  the  Foreign  I'inister 

I 

KIdOTA,  referred  to  there,  is  the  accused  hllCTA. 


I  regret  that  I  was  ret  ir  a  position  to  give  that 
information  yesterday. 

IRE  f  dE31I»Ei  T;  nt  f^.e  request  of  !  ajer 


Blakeney,  the  transcript  v'ill  be  altered  at  page 
8,005,  line  6,  by  the  deletion  of  the  word  "clever 
and  the. substitution  of  the  word  "covert," 


DI.RECT  ErAl  IhATICi\ 


3aIGADIEB  QUILLIAI.  (Continued); 

Q  I  will  ask  the  witness  to  continue  his  • 
evidence  by  giving  a  summary  of  doewent,  exhibit 


A  Docum.ent  £52  is  a  series  of  ten  comrunica 


LIEBERT 


DIRECT 


DIRECT  EX/.MINATION  (Continued) 

BY  BRIGADIER  QUILLIAM: 

Q  I  will  ask  the  witness  to  continue  his 
evidence  by  giving  a  sumnary  of  document,  exhibit 
No,  852, 

A  Document  852  is  a  series  of  ten  communica 


DlttECT 


LI EBERT 


tions  among  officials  of  the  War  l.inistry  ana  wie 
Finance  Ministry.  They  all  relate  to  the  prepara¬ 
tion  of  military  currency  in  foreign  denominations, 
for  use  in  undisclosed  areas.  That  is,  the  first 

fiye  _  the  first  few  documents  relate  to  undisclose 

areas,  and  the  several  documents  following  refer  to 
the  use  of  this  currency  in  territories  to  be 
occupied. 

Communication  Ko.  1,  top  secret,  dated  l6 
January  1941,  is  addressed  to  the  Chief  of  the 
Financial  Bureau,  Ministry  of  Finance,  from  the 
Chief  of  Intendance  Bureau,  the  vVar  Ministry. 

This  commmication  requests  that  there  be  urgently 
prepared  original  plates  of  military  currencies  to 
be  used  in  certain  unspecified  areas.  An  admoni¬ 
tion  on  the  ccmmivriication  states  that  the  matter, 
for  caution’s  sake,  should  be  held  within  the  con¬ 
fidence  of  the  officials  in  charge. 

Communication  Ko.  2,  likewise  top  secret, 
sanctioned  24  January  1941,  bearing  th4vteals  df 
several  prominent  officla^6\(vtefih‘red  to  the  sub*- 
Ject  of  rreparati^h  ^hd 'printing  6f  Military  cur¬ 
rency  ndtes^and  I's  an  acknowledgment  of  the 

And  the  matters  contained  therein  by 


DIRECT 


LIEBERT 


Comrr.uiiication  Ko.  3,  likewise  top  secreu, 
sanctioned  29  I'arch  1941,  bearing  the  seals  of 
several  rrominent  officials,  referred  to  the  same 
subject,  that  is,  the  printing  of  "Ha"  and  "Ni" 
Series  military  currency  notes,  pursuant  to  the 
conference  held  on  the  24th  of  January. 

Attached  to  this  communication.  Draft  No.  2, 
dated  1  April  1941,  is  an  order  to  the  Chief  of  the 
Cabinet  Printing  Bureau  to  manufacture  imm.ediately 
"Ha"  and  "Ni"  Series  military  currency  notes  in 
.  .  -  _  ■i.v«  xrnaUsh  laneuaee,  with  the 


8,453 


DIRECT 


4-0  <-vc  r''Prar'»tion  of  notes  in  de- 
Again,  it  requests  tne  r-i-era  - 

nominations  of  guilders. 

Communication  Ko.  7“” 

Oi  I AEMDEM:  Is  It  not  Important  to 

give  the  denominations  of  some  of  the  notes,  or, 
rather,  the  numbers  of  some  of  the  denominations? 

Cr  at  least  tVve  totals  ■ 

•nit:  v<ITl.ESo'.  Communication  Ko.  6  re- 

quests  a  total  of  currency  notes.  In  denominations 

cf  pesos,  of  37,200,000  pesos. 

Ihe  total  additional  "n"  Series  military  cur¬ 
rency,  in  denominatlonr  of  dollars 

IHE  la'.llBEhTi  Before  you  state  that,  the 

date  of  comrletion  is  also  important,  is  it  not? 

TiiE  VilTI-.ESSj  It  was  requested  that  the 
uesos  referred  to  in  communication  Eo.  6  should  be 
eompleted  -  the  manufacture  should  be  completed, 

by  the  20th  of  October. 

lUe  "Ei"  Series  '  ilitary  currency  notes 

in  denonination  of  dollars,  a  total  of  40,586,000 

was  requested  to  be  completed  by  the  10th  of 

December,  one-half  to  be  completed  the  30th  of 

October. 

the  I  aE3IDE^T:  I  make  it  forty-five 
millions,  rr.  Liebert,  by  adding  four  r««ghts  to 


V  \ 


your  total. 

the  VIT^.ESS5  Correction.  45»860,000, 

IIR.  sr.lTH:  If  Your  Honor  please,  could  we 
have  the  witness  mention  the  years  as  we  go  along? 

THE  r.iEolDEl  T;  Yes.  The  years  are  im¬ 
portant.  Ihis  is  in  resrect  of  the  year  1941,  if 

I  understand  it  rightly. 

311GAD1ER  QUILLIAI.:  Lay  it  please  your 

Honor,  I  think  it  is  tlain  from  the  document  that 

the  year  in  all  cases  is  1941. 

c  Thqt  is  so,  witness,  is  it  not?  Die  you 


tion? 


••date  of  completion,"  but  obviously  iv-^x  x=> 
ether  documents  will  disclose  that  these  notes  were 
actually  rrinted  in  1941.  Ihere  is  no  question 

about  it. 

The  rreearatlon  of  notes  In  denominations 
of  guilders,  to  a  total  of  45,860,000  guilders,  was 
recuested  to  te  comrleted  the  30th  of  December,  one 
halt  to  be  completed  the  20th  of  tovember. 
Comnunication  Ko.  7 


DIRECT 


LIEBSRT 


THE  PRESIDENT:  The  "R-o"  Series  —  6, 
Q  His  Honor  points  out,  witness,  that  yo 
not  dealt  with  paragraph  four,  the  "Ro"  Series, 


page  ten. 

A  It  was  further  requested  in  paragraph  four 
that  additional  manufacture  of  currency,  the  "Ro" 
Series,  should  total  ten  million  in  units  of  yen 
equivalent  value,  to  be  completed  by  the  20th  of 
November. 

Communication  No.  7>  designated  "Top  Secret,' 
sanctioned  l6  September,  1941,  is  a  communication  - 
subject;  concerning  the  manufacture  of  "Ho"  and  "Ro' 
Series  and  also  "Ha"  and  "Nl*  Series  miUtary  curren¬ 
cy  notes.  It  refers  to  a  request  to  manufacture  the 
currencies  in  accordance  with  the  sttr.'^;bed  sheet, 
tni.4-  chAftt.  vas  obviously  incl'Vi?!  f.'-T  oudget 


DIRECT 


LIEBSRT 


currencies  to  the  Bank  of  Japon^  Shanghai  agency, 
to  arrive  by  the  22nd  of  October, 

Communication  No,  10  Is  a  communication  re¬ 
lating  to  the  issue  of  military  currency  notes  in  " 
foreign  denominations  and  the  outline  for  the  purp¬ 
ose  to  which  these  notes  are  to  be  put, 

BRIGADIER  QUILLIAli:  May  it  please  your 
Honor,  attention  should  be  drawn  to  the  names  .TOJO, 
KIMURA,  SHII.1ADA  and  OKA,  all  defendants.  They  are 
referred  to  in  Communication  9. 

A  (Continuing)  The  mode  of  procedure  as  out¬ 
lined  in  Communication  9»  page  I  should  like  to 
read, 

THE  PRESIDENT:  Yes,  it  seems  important. 

0 

BRIGADIER  QUILLIAM:  Moy  it  please  your 
Honor,  I  have  been  informed  that  on  the  copy  of 
Comm\inlcation  9  which  the  defense  counsel  have, 
OKA'S  name  does  not  appear,  I  think  the  name  has 
been  inserted  as  a  correction  in  the  copies  held  by 


the  Court 


V/e  have  ‘'Chief  of  the  Naval 


THE  PRESIDENT 


Affairs  Bureau,  OKA  KEI," 

BRIGADIER  QUILLIAM:  I  will  undertake, 
your  Honor,  to  satisfy  my  friends  as  to  the  accuracy 
the  correction. 


8,457 


DIhECT 


THE  PRESIDENT J  It  appears  as  one  name, 
"OKAKEI."  Then  it  is  crossed  out  and  made  into  two. 

We  i^'^id  better  look  at  the  Indictment.  No.  In  the 
Indictment  the  accused  is  OKA,  Takasumi. 

brigadier  f^UILLlAL;  I  must  look  into  that 
matter,  sir.  I  am  sure  this  is  the  same  man.  He  is 
the  man  who  held  that  office  at  that  time,  but  it  is 
well  to  take  it  up. 

THE  PRESIDENT i  That  must  be  proved,  of 

course, 

BY  BRIGADIER  QUILLIAI^  (Continued): 

Q  Will  you  continue,  please,  witness? 

A  I  shall  read  from  page  17,  '‘Outline  for  the 
issuance  of  military  currency  notes,"  paragraph  one; 

"1,  llilitary  currency  notes  in  foreign 
denominations  are  to  be  issued  for  the  purpose  of 
affording  the  conveniences  to  defray  v^ar  expenc  itures, 
in  consideration  of  the  eventuality  of  carrying  out 
a  military  operation  in  the  southern  regions, 

'•2.  The  military  currency  notes  are  to  be 
exchangeable  ’.vith  Japanese  currency,  where  neces¬ 
sary. 

"3,  The  mode  of  procedures  of  the  preced¬ 
ing  Articles  shall  be  determined  at  a  conference  of 
j  the  Linister  of  Finance,  the  ’/iar  Minister  and  the 


I®' 


- 


LILBEl'vT 


Navy  Lllnister," 

Coramunicatlon  No^  10,  Top  Seci’et,  sanctioned 
31  of  October,  lv'41,  refers  to  the  institution  of 
procedures  for  handling  military  currency  notes  in 
foi’iiign  denominations  for  the  southern  regions.  I 
should  like  to  read  from  page  18,  and  follov/ing,  the 
method  for-  procedures  in  the  handling  of  these  mili¬ 
tary  notes  because  it’ discloses  fairly  well  the  in¬ 
tention  of  financing  the  war  in  these  territories 
to  be  occupied  by  the  use  of  these  notes  in  foreign 
denominations. 

"In  consideration  of  the  eventuality  of 
carrying  out  operations  in  the  South  Seas  area,  the 
policy  in  regard  to  the  matter  of  issuing  military 
currency  notes  of  foreign  denominations  for  the  purp¬ 
ose  of  affording  the  convenience  of  defraying  the 
military  expenditures  of  the  said  forces  is  to  have 
the  outline  for  the  issuance  of  military  currency 
notes  decided  by  the  Prime  Minister,  the  Finance 
Minister,  the  V/ar  Minister  and  the  Navy  Minister  and 
have  it  carried  out,  but  would  it  be  all  right  to 
establish  a  procedure  for  the  handling  of  military 
currency  notes  of  foreign  denominations  for  the 
southern  areas,  as  enclosed  herein,  after  the  above 
has  been  decided?  Furthermore,  it  is  desired  that 


DIKiiCT 


this  matter  be  substituted  at  the  conference  v/ith 
the  War  Minister  and  the  Navy  Minister  as  stipulated 
in  Article  3  of  the  outline  for  the  issuance  of  mili 
tary  currency  notes*  After  the  above  has  been  de 
cided,  would  it  te  all  ripht  «o  notify  the  respective 
quarters  concerned  with  the  following  plan?  We 

again  seek  for  your  approval. 

"DRAFT  OF  PROCEDURE  FOR  HANDLING  MILITAI.Y 

C  JIi.  ilWCY  NOTES  IN  FOREIGN  DEl  OLINi.TIONS  FOR  SOUTiiSFvl 
REG  IONS. 

"AIxTICLE  1.  For  the  purpose  of  affording 
the  convenience  of  defraying  the  war  expenditures  1: 
the  areas  of  military  operations  in  the  South,  the 
government  shall  issue  military  currency  notes  in 
foreign  denominations  within  the  scope  of  the 


budget 


THE  PRESIDENT!:  The  IBM  is  out  oi  oraer. 

st  pause  for  a  minute  or  two. 

(Whereupon,  a  short  recess  was 
taken,  after  which  the  proceedings  were 
resumed  as  follows:) 

A  I  v/ill  summarize  Communication 


10. 

"DRAFT  OF  PiiOCBDURE  FOR 
CITaxiENCY  NOTES  IN  FOliEIGN  DBi.Olil 


REGIONS," 

The  military  currency  notes  mentioned  there¬ 
in  are  called,  for  the  purposes  of  this  procedure, 
"military  currency  notes  of  194-1,"  and  their  denom 
ine.ions  shall  be  gulden,  dollars  and  pesos. 


direct 


LIT3BERT 


Ization 


Bank  of  Japan. 

’"hen  the  ’tar  Ministry  or  the  tiavy  Ministry 
desired  to  have  payments  In  forelpn  currency  mlllta, 
notes,  they  «ere  to  five  advice  to  the  Hlnlster  of 
Finance  .ho,  In  turn,  .ould  pass  this  advice  to  the 
Banh  of  Japan  .ho  .ould  turn  over  the  notes  as  requ 
It  .as  also  provided  that  the  Bank  of  Japan  should 
pare  a  1941  account  book  for  these  military  currenc 
notes  and  .ould  report  the  receipts  and  dlsbursemer 
1  .  of  Finance  each  time  a  transaction 


direct 


brigadier  OUILLIAM:  Itey  It  pieaa® 

Tribunal,  1  offer  In  evllenc.  US  Document  No.  9016. 

THE  PRESIDENT  I  Admitted  on  the  usual  terms. 
amK  OF  THE  COORT.  Prosecution's  document 

Ho.  9016  will  receive  ejchlblt  No.  853. 

(■Ihereupon,  the  document  above 

referred  to  was  marked  prosecution's  exhibit 
No.  853  and  was  received  In  evidence.) 

the  ’-witness  I  I  have  Indicated  In  this 
otatement.  .«r.  President,  that  I  would  read  document 
9016.  However,  since  we  have  so  completely  covered 
the  procedures  which  are  the  same  as  outlined  in  that 
document,  with  your  permission,  I  will  omit  the  reading 
.  _ .  OO-IA  -hleh  has  recently  been  made  an  ex- 


hlblt 


(-hereupon,  the  official  court  reporter 
There  is  no  need  to  read  the 


read  as  follovfs  * 
document  e ) 


8,462 


LIBERT 


direct 


adl^Tand'  erVto  have  an  "accepts*  value  at  a  parity 
«lth  the  yei,  that  la  to  say,  one  yulden,  one  yen. 

„  further  dlacloaed  that  the  "Nl"  Series 

notes  in  d  nomination  of  dollars  were  to  be  used  In 
British  I'alay,  British  Borneo  and  Thailand.  The 
accepting  value  of  these  notes  were  to  be  on  a  par 
,,ith  the  yen.  that  Is  to  say.  one  dollar  to  one  yen. 

The  "Ho”  Series  notes  as  shotm  on  this 
„ere  to  be  In  denomination  of  pesos  for  use  In  the 
Phlllpp:.nes.  the  accepting  value,  one  peso,  one  yen. 

Attached  to  Communication  No.  10  Is  Draft 
Ko.  1.  the  cosmunlcatlon  from  the  Ulnlster  of  Finance 
to  the  -ar  minister  and  the  Navy  Minister.  Informing 
him  that  the  Instructions  -  that  the  procedures  for 
handling  the  military  currency  notes  had  been  Instl- 

tuted.  I 

Draft  Ho.  *  attached  to  the  same  communica¬ 
tion  indicates  that  the  Financial  Commissioner  at 
Shanghai  had  been  notified  accordingly  on  the  first 

of  November. 

(Beading) ■  ”118.  The  procedure  for  handling 

this  special  military  currency  Is  disclosed  In  IPS 
Document  9016.  dated  1  November  1941.  This  document 
.as  addressed  from  Minister  of  Finance  Oklnobu  KAYA 

to  the  Bank  of  Japan.  ”  _ _ _ 


direct 


brigadier  OUILLIAM:  May  It  please  the 
,  I  offer  in  evidence  IPS  Document  Ho.  9016. 
THE  PRESIDENT  I  Admitted  on  the  usual  terms 
am  OF  THE  OOORTi  Prosecution’s  document 

will  receive  exhibit  No*  853* 

(’thereupon,  the  document  above 

■  _ vsvertcARution's  exhibit 


hiblt 


the  PRBIDERT.  Ecu  were  speaklnr  from  drafts, 
have  the  document  Itself.  The  date  Is  Import! 
each  case.  There  Is  no  need  to  read  the  document 
BRIOADI®  odULIAHi  I  do  not  think,  sir, 

«  witness  heard  your  first  remark. 

mttvH  t>pw?Tn»m  The  shorthand  writer  can 


repeat  it 


(-hereupon,  the  official  court  reporter 
There  is  no  need  to  read  the 


read  as  follows  * 
document . ) 


direct 


liebert 


THE  PRESIDENT:  Except  tne  o— . 

the  'ViniBSS.  (Beadl«E)  "1  November  19*1. 

ecretaplate  secret  B  NO.  841-3.  BanB  of  Japan.  Tha 
.rocaduras  In  deallnf  »lth  the  military  currency  ay- 
.rassad  In  aoutharn  region  foreign  currency  have  bean 
^ascribed  a,  under  and  shall  accordingly  be  pursued. 
Dklnobu  KAYA,  Minister  of  Finance." 

the  PRESIDENT:  That  Is  sufficient. 

brigadier  rUILLIAM*  May  It  please  the 
Tribunal,  I  offer  for  identification  IPS  Document 
NO.  9016.A,  being  a  bank  book  of  the  Bank  of  Japan. 

aEHf  OF  THE  COURT.  Prosecution's  document 

No.  9016-A  will  recalTe  exhibit  No.  85*  for  Identlfi 
cation  only. 

(’•’hereupon,  the  document  above 

referred  to  v’as  marked  prosecution's  exhibit 

No.  854  for  Identification.) 

THE  PRESIDENT.  In  the  Indictment  the  accused 

KAYA  appears  as  KAYA,  Oklnorl. 
by  brig  ADI®  QUILLIAM: 

1  r  ”>111  you  proceed  »lth  the  reading,  please. 


fUr.  Llebert? 

A  (Readlnp) 
mat  Ions  of  guilder 

prlnt^  lJ:^  e5^ecutlo 


"That  currency  In  foreign  denom- 
,  pesos  and  dollars  was  actually 
,  ♦•vto  rlans  and  orders  disclosed 


8,465 


liebert 


direct 


s. 


I  * 


Tn'«chlbit  852  and  exhibit  85A  Is  disclosed  In  IPS  | 

Document  9016-B."  | 

I  should  line  to  call  attention  to  a  minor 

error  In  this  statement.  The  statement  reads,  "This 
latter  document  Is  a  ledper."  It  Is  rather  "extracts 

'  I 

from  a  ledger »”  I 

o  '7111  you  continue,  please?  1 

A  (Reading)  "This  latter  document  Is  extracts ,  . 

j  Bank  of  Japan  showing  entries  of  . 

of  the  ledger  of  the  BanK  oi  | 

amounts  of  currencies  by  Rind,  together  with  the  dates 
on  Which  such  currencies  were  received  by  the  Banh  of 
'  Japan  for  handling,  pursuant  to  the  Instructions  con- 

^  talned  In  exhibit  8541' 

<  BRIGADIRR  OOIBLIAKi  Hay  It  please  the  Tribune  , 

’  offer  in  evidence  IPS  Document  9016-B. 

‘  THB  PRSSIDBST:  Is  that  the  right  number?  I 

^  I  have  854  for  identification. 

brigadier  CUILLIAKt  Ho,  that  Is  9016- A, 

19 

It  please  your  Honor. 

president::  Admitted  on  the  usual  terms. 

I  eiWv  OF  THE  com:  prosecution's  document 

23  No.  9016-B  will  be  given  exhibit  Ho.  85A-A. 

'('Hereupon,  the  document  above 

„  1  referred  to  was  marked  prosecution's  exhibit 

No.  fl5A-A  and  was  received  In  OTldence.) - 


m 


i 


1' 


direct 


liebert 


ead  exhibit 


(Rea^^ing) 
of  showing  that  as  early  as 
i  foreign  denominations  for 
rthern  reelons  was  in  existence. 

5rds  Book  from  the  Bank  of  Japan,  | 
^  nf  Goods  Controlled  and  Entrusted) 


the  "’ITNEGS: 

854-A  for  the  purpose 
May  19A1  currencies  1 
anticipated  use  In  so 
•’General  Rec 
Ledger  of  the  Localii 

to  the  Government. 

"Unissued  war  notes?  uai-cn 

sum  entered  Into  the  bank  and  dlsbu: 

above  is  the  heading  on  each  and  ev 

book. 

"From  page  1*  Date,  19A1 
Amount  received  -  5,000,000  yen?^^ 
Issue,  Military  Currency,  ’Ha-go’"- 
THE  PRESIDTSNT*  Have  you 
brigadier  QUILDIAMi  It  1 
probably  to  give  maybe  the  totals 
gests.  • 

THE  PRESIDENT:  And  the  c 
they  were  Issued.  The  first  dat. 

20  June  19A1  and  the  last,  23  May 

BRIGADI®  QUILLIAM:  23  May- 
THE  PRESIDENT  t  I  do  not  see 

doubt  It  is  there,  my  colleagues  notl. 
..  X.  -  toe  of  page  7  of  the  or 


20  June  19^1, 
labelled  19^1 


L*i]3BffiT 


DIRECT 


fi,467 


^  "If- . 


THE  '"ITNESS*  The  earliest  entry  was  the 
23  of  Itey.  The  amount  received  by  the  Bank  of  Japan, 
5t;C,000  yen,  the  "Ka-go"  notes  in  accepting  value  of 


po  sen* 

THE  PRESIDENT:  The  last  date  Is  in  December. 
THE  ”'TTNt?S:  The  last  date  of  acceptance 
would  appear  to  be  the  6  of  December,  the  amount 
received.  1,000,000  yen  of  -’Ha-go"  notes,  accepting 

Ialue,  one  yen. 

THE  PRESIDENT:  *■  are  the  totals  received 

nd  issued  by  the  tank? 

TK3  ^’.■ITN''?SS  f  According  to  the  liistnictlons 

■ecelved  by  the  BanK  of  Japan  from  the  Minister  of 
i'lnance  they  were  to  acknowledge  receipt  of  these 
lotea  from  the  Cabinet  Printing  Bureau  and  to  notify 
the  Finance  Ministry  when  they  had  disbursed  any  of 
these  notes.  This  is  a  record,  the  record  which  the 
Bank  of  Japan  was  Instructed  to  keep  of  the  amounts 
of  notes  received  from  the  Cabinet  Printing  Bureau 
with  the  dates  on  v;hlch  they  were  received. 

THE  PRESIDENT:  Repeat  my  question  about 

totals,  will  you  please. 

(’"hereupon,  the  official  court 

reporter  read  as  follows.’  ’"hat  are  the  totals 

received  and  Issued  by  the  b^lL^) - 


DIRECT 


LIEB12RT 


THE  '7ITNESS 


THE  PRESIDENT:  '?ould  the  ledger  disclose 
the  extracts  from  the  ledger,  that  between 
)ecember,  1941,  the  bank  received  some  of 

:ency  in  every  month  except  September? 

c .  Tt.  “wMild  aoDear  that  the  ledger 


discloses  that. 

BRIGADI®  ouILLIAH:  May  it  please  the 
Tribunal,  is  any  further  information  required  from 

I 

this  document? 

THE  PRESIDENT;  Nothing  further  than  what 
v;e  have  intimated. 

BRlGADia  OUILLIAI!:  Hay  It  please  the  Tribune, 
before  we  proceed  may  I  refer  to  the  question  that 
arose  with  reference  to  the  defendant  OKA.  The  OKA 
mentioned  on  page  l6  of  exhibit  852  as  being  Chief  of 
the  Naval  Affairs  Bureau  Is,  In  fact,  the  defendant  OKA 
That,  If  It  please  your  Honor,  Is  disclosed  In  exhibit 
No.  120.  I  am  sorry,  sir,  my  learned  friend  and  I 

- - -  on  the  number  of  the  exhibit,  I  am  afraid. 

it  marked  as  120 


I  have 

_’^at  I  have  said  applle 


DIRECT 


l8  of  the  same  docu 


n6Ti  ^  *• 

PY  ilMIGADIER  OUILLIAI!: 

r  ’7111  you  please  continue? 

^  (Beadtog)  "119.  As  further  proof  of  the 
exlstthos  of  mfiltary  notes  in  aenomlnatlons  of 
guilders,  pesos,  and  dollars  which  the  Japanese  In¬ 
tended  to  use  to  defray  war  expenses  In  southern 
regions  I  have  secui-ed  from  the  t'lnlstry  of  Finance 
the  actual  engraver's  plates  tnanufaouured  before 
December  7,  W^l,  pursuant  to  the  orders  contained 
In  exhlbl.;  852,  together  with  some  of  the  actual 
notes  printed  frcm  these  plates  before  December  7, 


Icates  be  treated  as  one  exhiDiTi. 

THE  PRESIDENTi  Admitted  on 


the  usual  terms 


DIR13CT 


LIEB®T 


ne  exhibit. 

CIKRK  OF  THE  COURT!  Prosecution's  document 
9028-A  and  Ho.  9028-B  and  No.  9028-0,  comprising 
inteen  engraved  military  notes  and  twenty-nine 
•aver-s  plates  and  stones,  and  the  certificates 
,tlve  thereto  will  be  given  exhibit  No.  855. 

('•hereupon,  the  documents  above 
referred  to  were  marked  prosecution's  exhibit 

No.  855  and  received  In  evidence.) 

BRIGADI®  CUILLIAI':  I  am  not  sure.  If  It 
,ase  your  Honor,  In  what  way  the  Tribunal  would 
re  these  plates  exhibited  to  the  Members  of  the 
... _ ,  rpufl..  ot.e  In  bundles  and  eould  easily  be 


monte 

THE  "fITKESS:  (Reading)  "120.  In  thi 
integration  of  territories  outside  the  limits  < 
Japan  proper,  the  device  of  the  'National  Poll, 
companies  was  used  extensively  by  the  Japanese 
novemment.  National  policy  companies _were_cr 


LIEBERT 


by  special  legislation  of  the  oapanee^  , 

to  create  business  enterprises  abroad  »hen  It  nas 
difficult  or  Inexpedient  to  Induce  private  en 
prises  and  private  capital  to  undertake  a  particular 
fclud  of  business,  or  where  It  was  desired  to  develop 
a  foreign  territory.  A  list  of  the  core  Important 
national  policy  companies  which  the  Japanese  Govern¬ 
ment  initially  established  abroad,  together  with  a 
short  description  of  their  activities,  follows: 

11(1)  The’ South  Hanchurlan  Railway  Company 

was  a  Japanese  corporation  formed  for  the  purpose  of 
developing  railway  and  communication,  water  transport 
service,  motorcar  transport  servloe,  mining,  electrical 
industry,  warehousing,  management  of  land,  and  such 
other  business  as  would  be  appointed  by  the  Oa,ernment. 
The  South  Hanchurlan  Rallvmy,  together  with  Its  sub 
sldlary  companies,  was  the  largest  single  economic 
unit  in  t'anchurla.  The  company  was  formed  In  1906 
and  continued  a  gradual  development  of  railways  and 
’  other  services  as  a  business  enterprise  until  after 

‘  1931  when  It  became  the  active  Government  exploitation 

^  _ _ T4-0  was  increased  many 


direct 


liebwt 


stabllshed  pursuant  to  an  oconos.ro 
,  the  Itanchoukuo  Govorninent  art  the 
•Thllei  ostensibly  this  v;as  a 
National  Policy  Company,  In 
of  the  economic  understanding  between 

It  was  truly  a  national  policy 
It  was  organized  pursuant  to  a 
ordinance  No.  460,  promulgated 
of  this  company  was 
establishment  of 


Corporation  was  o 
agreement  between 
Japanese  Government. 

!!anchoulcuo  Government 
reality,  because 
Manchoukuo  and  Japan, 
company  of  Japan. 

Itenchoulcuo  Imperial 
jecenher  20,  1937.  The  purpose 

bo  expedite  the  development  and 

„eavy  Industries  and  to  control  those  Industries  at 
the  direction  of  the  Hanchurlsn  Oovornnont.  These 
industries  Included  Iron  and  steel,  lUht  metals, 
autonoblle  manufacture,  airplane  manufacture,  the 
coal  industry,  together  mlth  mining  of  all  kinds  an 
auch  other  Industries  as  the  Government  from  time  o 

time  authorised  It  to  promote. 

«(3)  The  oriental  Development  Company  mas 

formed  In  accordance  with  the  provisions  of  law  No. 

_  aimnlvlng  funds  nec- 


DIRISCT 


LI13B131T 


Tho  Taiwan  Electric  Pov/er  Coropsny 
1919,  for  the  purpose  of 

Industry  In  Formosa, 
was  77,400,000  yen.  The  . 
aider  the  direction  of  the 
/^laf-.Tibution  of  electric 


v/as  formed  Aupust  1, 
developing  the  electric  power 
In  1940  its  capitalization 
company  concerned  itself, 

Japanese  Government,  with 
power • 

11(5)  The  South  Seas 
was  formed  November  27,  1936, 
develrNping  the  South  Sea  Isle 
relation  to  fishing  and  other  natural  rea 
It.  original  capitalisation  v,aa  20,000,00 
«(6)  The  Taiwan  Development  Cor 

formed  pursuant  to  Law  of  February  3,  193 
purpose  of  the  development  of  Industrial 
m„vmosa.  Its  original  capitalization 


..(7)  The  Korea  Forestry  Development  Company 

™s  formed  September  1,  1937,  for  the  purpose  of  ^ 

developing  tho  Lumber  Industries  In  Korea.  Its  o 

Inal  capitalization  was  20,000,000  yen. 

»(8)  The  Japan  Gold  Production  Bnterpr  se 

company  was  formed  pursuant  to  law,  September  l6, 

1938  for  the  purpose  of  developing  the  production 

. .  _ _  .,eas  as  well  as  Japan  proper 


direct 


liebwt 


direct 


MABSh-AL  OF  Hi  C0®T:  Tne 
Kllltary  Tr^nal  for  the  Far  East  la  no«  re: 

T!:E  PRESIDEIIT;  Brigadier  qullllam. 
BEIOADIER  QUILLIAM:  hay  it  please 

s  4.v»a  wl't’ness  'to  contlniis 

Tribural,  I  till  ''‘'®  witness 
at  paragraph  10  on  page  92. 
the  ’’TTNESSs 

„.(10)  T1  revel 

formed  pursuant  to  the  law,  Fovemb 
to  eooomnllsh  the  same  purposes  as 
China  Develonnent  fomoeny  by  opera 
the  Central  China  area.  The  oaolt 
of  the  central  China  Development  C 
100,000,000  yen. 

Tiin  -r-"  »°r"a’=ite  DeAaiaaBSflt-S; 
formed  pursuant  to  la*,  Jnne  19, 
oapitaliaatlon  of  15,000,000  yen, 
i  pose  of  developing  marnesite  mini 

trol  and  sale  thereof. 


liebert 


DIR  XT 


Instrumant  for  the  complete  control  of 
petroleum.’" 

..While  this  list  shows  the  cepltal  Invest¬ 
ment  in  these  foreign  operetlng  national  policy 
panics  up  to  1941.  It  Is  to  he  understood  that  after 
that  tine  enormous  further  caoltal  outlays  were  made 
tn  many  Instances  to  enlarge  the  scope  of  the  activi¬ 
ties  of  these  companies  and  tighten  the  control  of 
economies  of  the  erees  wherein  they  operated.  This 
further  expansion  was  made  particularly  In  llanchurl 
and  China.  4s  the  war  progressed  new  national  policy 
companies  were  formed  to  further  Integrate  the 
economies  of  the  dominated  and  occupied  areas. 

..FOEEIGN  EXCHANGE  AND  FOBEIGN  TBADE 

..121.  Japan  Is  dependent  on  foreign  com¬ 
merce  for  her  economic  livelihood  end  position  as  a 
modern  Industrial  nation.  Her  natural  resources  ere 
i  extremely  limited  and  she  must  Import  from  ahroad  . 
ahout  one-third  of  the  total  raw  and  other  materials 
required  for  manufacturing.  All  of  the  raw  cotton, 
wool  and  crude  r..hber  used  In  Japanese  Industries 
must  be  imported,  while  the  major  portion  of  the  re- 
culrements  of  Iron  and  non-ferrous  metals  (notably, 
copper,  lead,  sine,  nickel,  antimony  end  tin)  coking 

:  coal,  petroleum.  Phosphorous  ores  and  Indust^al  s^ 

i 


8,477 


DIRECT 


The  Korea  lining  Development  Company  was 
formed  pursuant  to  law  August  26,  194-0,  with 
an  authorized  capitalization  of  10,000,000 
yen.  The  purpose  of  this  comnany  was  to 
control  the  mining  and  sole  of  all  minerals 
except  magpesite  which  was  already  control¬ 
led  by  the  Korea  Magnesite  Development 
Company.  This  Comnany  was  the  effective 
instrument  by  which  the  Government  more 
rigidly  controlled  the  output  of  mines  in 
Korea , 


The  Karaf 


was  formed 
pursuant  to  low,  July  10,  1941,  with  an 
authorized  canital  of  50,000,000  yen.  The 
purpose  of  this  company  v;as  to  develop  and 
control  mining,  forestry,  and  the  agricul¬ 
tural  development  of  that  territory. 

The  Imperial  Petroleum  Company  v/as  formed 


September  1,  1941,  with  an  authorized  cani¬ 
tal  of  100,000,000  yen.  The  ournose  of  this 
comnany  was  to  survey  and  develop  oil  fields 
both  in  Japan  proper  and  in  the  dominated 
territories  and  to  control  the  purchase  and 
the  sale  of  all  petroleum  and  oil  products. 
This  company  was  the  effective  Government 


LIEBERT 


DIRiTT 


7  I 

C 

9 


11 

>2  i 

13  I 


14  I 


15 

16  I 


17  1 


18  i 

19 

20 
21  I 

23 

24 


25 


instniment  for  the  complete  control  of 
petroleum. ’ " 

"While  this  list  shows  the  capital  invest¬ 
ment  in  these  foreign  operating  national  policy  com¬ 
panies  up  to  1941,  it  is  to  be  understood  that  after 
that  tine  enormous  further  capital  outlays  were  made 
in  many  instances  to  enlarge  the  scope  of  the  activi¬ 
ties  of  these  companies  and  tighten  the  control  of  the 
economies  of  the  areas  wherein  they  operated.  This 
further  expansion  was  made  particularly  in  Manchuria 
and  China,  Ps  the  war  progressed  new  national  policy 
companies  were  formed  to  further  integrate  the 
economies  of  the  dominated  and  occupied  areas. 

"FOREIGN  EXCHANGE  AND  FOREIGN  TRADE 

"121.  Japan  is  dependent  on  foreign  com¬ 
merce  for  her  economic  livelihood  and  position  as  a 
modern  industrial  nation.  Her  natural  resources  are 
extremely  limited  and  she  must  import  from  abroad 
about  one-third  of  the  total  raw  and  other  materials 
required  for  manufacturing.  All  of  the  raw  cotton, 
wool  and  crude  rubber  used  in  Japanese  industries 
must  be  imported,  while  the  major  portion  of  the  re¬ 
quirements  of  iron  and  non-ferrous  metals  (notAbly, 
copper,  lead,  zinc,  nickel,  antimony  and  tin)  coking 
coal,  petroleum,  phosphorous  ores  and  industrial  salt 


LIEBERT 


DIRECT 


1 

2 

3 

4 

5 

6 

7 

8 
9 

10 

11 

12 

13 

• 

14 

15 

16 

17 

18 

19 

20 
21 
22 

23 

24 

25 


must  also  be  imported.  One  cf  Japan's  great  nrobleras 
has  alv/ays  been  to  sell  sufficient  materials  and  manu¬ 
factured  goods  to  acquire  the  necessary  exchange  to  nay 
for  these  imports.  Thus,  foreign  trade  and  foreign 
exchange  transactions  played  a  vital  role  in  the  com¬ 
plete  industrial  development  and  economic  life  of  the 
country," 


DIRECT 


LIEBERT 


DIRECT 


LIEBERT 


’•(e.)  By  consolldr.tlng,  conserving  rnd 
controlling  p.ll  of  the  r.vrilrble  foreign  cxchrnge 
rnd  restricting  inports  to  supply  nrterinls  record¬ 
ing  to  plen, 

"(b)  By  stirrulp.ting  experts  to  foreign 
currency  countries* 

•'(c)  By  incropsing  Enpire  geld  production. 

"123 ,  The  first  decisive  rersure  to 

( 

conserve  foreign  exchrnro  wrs  token  in  the  sunner 
of  1932  by  encctnent  of  the  Cr.oitrl  Flicht  Prevention 
Lrw^  p  few  nenths  pfter  Jrpon  went  off  the  gold 
strndprd  for  the  third  tine.  Pursurnt  to  this 
Lpw  bonk  reports  on  foreign  oxchrngo  trrnspcticns 
were  node  connulsory  to  enforce  the  cnbrrpo  on 
gold  exports.  The  gold  c-nbr.rgo  of  1931?  unfertu- 
netely  for  Jpprn,  did  not  prevent  gold  experts, 
nor  did  the  Cppltrl  Flight  Prevention  Lew,  As 
r.  result  of  the  rllowed  gold  experts  in  1932  which 
■pmounted  to  112,000,000  yen,  the  Foreign  Exchmee 
Control  Lew  of  Mr.rch  1933»  (Lpw  No.  28),  wr.s 

It  beerne  the  bosls  for  nrny  subsequent 
regulptions  in  regprd  to  the  hondllng  rnd  dispo¬ 
sition  of  foreign  exchr.nge, 

"124,  The  Foreign  Exchrngc  Control  Lrw, 

ruthcrlzed  the  Gevernnent 


one c ted 


with  subsequent  rnendnents. 


8,481 
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DIRECT 


to  concentrrtc  c.ll  foreign  exchrnge  trmsrctions  in 
the  Brnk  of  Jrprn  end  other  specified  brnks  rnd 
required  the  ccnpulsrry  sr.le  to  the  Governnent  of 
exchrnge  securities  rnd  currencies*  If  further 
pernitted.  the  Governnent  to  prohibit,  or  linit, 
the  requisition  rnd.  dispcsrl  of  securities  rnd 
debentures  in  foreign  countries,  the  issue  rnd 
requisitions  of  letters  of  credit,  the  grrnting 
of  credits  to  persons  rbrerd,  the  imports  rnd 
experts  of  securities  rnd  the  export  cf  rrticles 
net  covered,  by  permitted  purchrscs  of  foreign 
exchrnge.  The  powers  grrnted  by  this  low  were 
not  completely  invoked  until  Jrnurry  8,  1937,  when, 
although  prior  to  the  Lukouchiro  Incident,  the 
import  excess  wrs  so  greet  thrt  Je.pan  begen 
ecturlly  to  ship  gold  in  pryment  for  imports. 

More  effective  action  hrd  to  be  token  to  prevent 
the  non-essentiel  spending  cf  foreign  exchrnge 
cs'^ets.  On  Jrnurry  8,  1937,  exchange  settle¬ 
ments  in  pryment  cf  Imports  mounting  to  more  thrn 
30,000  yen  per  month  v;ere  mrd.e  subject  to  licence. 
This  limit  cf  exception  from  licence  wrs  progress¬ 
ively  lowered  by  new  enforcement  ordinrnccs  to 
trmsrctions  cf  1,000  yon  per  month  on  July  7, 

1937  (Ordinrnccs  No,  23)  md  to  100  yen  per  month 


DIRECT 


LIEBERT 


on  December  11,  1937  (Ordinance  No,  55)*  Further 
restrictions  on  credits  for  Jcprnese  trrvclers 
F.bror.d  end  remittmces  to  other  countries  were 
imposed, 

"125»  Tho  Army,  reelizing  thnt  the  success 
or  frilurc  of  production  plans  depended  In  great 
measure  upon  the  careful  balancing  of  imports  and 
exports  ^■?ith  consideration  to  ability  to  pay, 
drafted  its  policy  regarding  foreign  trade 
control.  This  policy  is  set  out  in  the  'Resume 
of  Policy  Relating  to  Execution  of  Summary  of 
•Five-Year  Program  of  Important  Industries' , 
dated  10  June  1937,  (Part  II  of  exhibit  842,” 

I  v.'ill  reed  the  fclloving  excerpts, 
from  Section  II  of  that  Document  as  shown  on 
pages  5  to  9  inclusive j 


*'7  ■- 


LIBBERT 


DIRECT 


8,483 


"•II,  Foreign  Trade  and  Exchange  Policy. 

'"Upon  estimating  the  international  receipts 

and  nayments  accompanying  the  execution  of  this  plan, 

Japan  and  Manchuria  considered  as  one  \mlt,  the 

/ 

deficiency  in  international  nayments  as  shown  in  the 
following  table  exceeded  1,000,000,000  yen  for  the 
years  1937  and  1938,  and  this  cannot  be  paid  up  with 
that  year's  gold  export  alone.  Hov/ever,  with  the 
repletion  of  oroductive  power,  it  is  anticipated 
that  this  decline  v;ill  be  checked  and  tl  at  the  inter¬ 
national  balance  will  Imnrove  from  1940  on. 

"ESTmTES  OF  INTERFATIOKAL  RECEIPTS  &  PAY¬ 
MENTS,  JAPAN  &  I/IANCHURIA  CONSIDERED  AS  ONE.  UNIT,  ACCOM¬ 
PANYING  EXECUTION  OF.  This  PLAN.  Unit  -  Yen  1,000,000.  " 

TEE  PRESIDENT:  v'ouldn't  it  be  sufficient  to 
give  the  excess  or  deficiency  of  payments?  Is  it 
necessary  to  read  all  that  in  order  to  present  it 
intelligibly? 

THE  "TTNESS:  Mr.  President,  I  believe  the 
table  speaks  for  itself.  -It  is  obvious  its  purpose 
is  to  estimate  the  probable  deficiencies  of  foreign 
exchange  in  order  that  provision  might  be  made  to  make 
up  that  deficiency  by  other  means. 

"'And  as  Whether  or  not  the  balance  would 
Improve  depends  on  proper  foreign  trade  and  exchange 


LIEBERT 


DIRECT 


nersures  cf  the  f cvernnejit ,  It  Is  c’eered  necessrry 
to  consider  the  following  policies j 

"*A,  Mec.sure  for  Foreign  Trrde. 

’"(1)  Conprehensive  Trode  Control  Pirn; 

"*(c)  To  enrct  'a  trrde  control  Irw,* 
regnlrting  iinifornly  the  dcnestic  rnd.  foreign  terri¬ 
tories  r.nd  institute  *  Trade  Guild  Lr.w'  with  r  view  to 
pronoting  r.utoncncus  control  rnd  conncn  interest  of 
the  traders. 

"*(b)  To  establish  *A  Foreign  Trade 
Ministry*  with  a  view  to  proper  rdjustnent  and 
nr.nagenent  cf  foreign  trrde* 

"*(o)  To  establish  a  National  Policy  Foreign 
Trade  Company,  Ltd.,  to  undertake  the  export  rnd  import 
of  those  nanufrctures  important  for  national  defense, 
'•'(2)  Positive  measures  for  accelerating 
export.  The  emphasis  in  exportation  shall  be  laid  on 
the  nunitions  industry  and  materials  for  production. 
Provided  that,  in  order  to  maintain  balance  of  the 
International  receipts  and  payments,  the  expert  of 
textile  goods  and.  consumable  materials  shall  be  en- 
heretofore  (see  attached  Table  No,  3)* 


ccuraged  as 

•'•(a)  To  strengthen  the  Export  Association 
and  enforce  compulsory  T'artlclpctlon  cf  all  exporters. 

The  association  shall  also  be  made  to  exercise  independen 


control  in  respect  to  qualities,  quantities  and  prices, 
'"(b)  To  Tindertake  complete  organization  of 
export  banking  organs  for  the  smooth  functioning  of 
export  finance. 

"'(c)  To  Intensify  the  existing  Export  Com¬ 
pensation  Law  and  to  provide  overseas  exportation  by 
means  of  export  compensation  and  credit  compensation.'" 

THE  PRESIDENT;  To  promote  overseas  exportation. 
BRIGADIER  QUILLIAM:  To  promote,  not  provide. 

TEE  ’ITNESS:  To  promote.  (Continuing  to  read): 
"'(d)  For  the  purpose  of  propagandizing 
Japanese  and  Manchurian  goods  and  speedy  collection  of 
trade  intelligence  from  various  sources,  to  institute 
Trade  Offices  In  the  principal  cities  of  the  world  and, 

In  adc Itlon,  to  station  trade  intelligence  officials 
In  the  necessary  points. 


"'(3)  Negative  measures  for  suppressing 


Import. 


"'(a)  To  keep  In  force  the  present  Import- 
bill  permit  system,  if  found  necessary,  and  to  apply 
proper  and  timely  control  over  the  Importation  of 
nonexpedient  and  nonessential  articles, 

"'(b)  To  vest  the  Trade  Minister  with  the 
controlling  power  over  customs  duties.  To  amend  the 
Customs  Law,  laying  emphasis  on  International  receipts 
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If 
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and  payments,  and  adopt  the  Japan-lianchurian  Preferen-  ; 
tial  Tariff  System,  which  aims  at  the  abolishment  of 
double  duty  and  customs  duties.  i 

"’(c)  To  demand,  under  the  indemnification 
principle,  the  promotion  of  exportction  or  the  sup¬ 
pression  of  importation  to  those  over-imuort  countries 
such  as  U,  S.  A.,  y\ustralia,  Germany,  Canada,  India, 
etc.,  ano,  on  the  contrary,  to  adout  the  scattered 
purchase  system  accordirg  to  the  import  compensation  j 

I 

system,  in  response  to  the  demand  for  indemnification  • 
of  those  over-export  countries  such  as  Central  America 

I 

and  the  Hear  East,  j 

I 

" ’ (4)  Improvement  of  receipts  and  payments  , 
outside  of  overseas  trade. 

"’(a)  To  encourage  the  expansion  of  our  j 

shipping  business  and  increase  the  incomie  from  over¬ 
seas  freight. 

" ' (b)  To  endeavor  to  attract  the  foreign 
tourists  and  simultaneously  to  curtail  expenditures  a- 
broad  of  Japanese  and  hanchurlan  nationals. 

"’E.  Exchange  Plan. 

'"(a)  To  maintain,  as  far  as  possible,  the 
excli!  nge  rate  of  one  shilling,  two  pence  against  Britain 

I 

for  the  purpose  of  stabilizing  the  exchange  value. 

"'(b)  To  Intensify  the  Foreign  Exchange 
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Control  Law  -rinC  cov.wlotoiy  ston  t’no  flight  abror.d  and 
spoculativo  investment  abroad  of  our  capital. 

'•'(c)  To  fix  appropriate  and  opportune 
purchasing  value  of  gold  in  order  to  encourage  ?.n 
epoch-making  production  of  gold  (See  attached  Table 
No.  3).  To  remove  the  holdings  of  the  Manchurian 
Centr-^l  3^nk  to  the  3'nk  of  Japan  and  to  export 
necessary  gold. 

'"(d)  To  create  a  long-term  credit  abroad 
amounting  anproximatoly  to  500,000,000  yon  for  five 
years,  the  proposed  countries  being  U.S.At,  Britain, 
and  Germany." 
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"126.,  The  outbreak  of  the  China  Incident  . 

precipitated  the  Foreign  Trace  Aoiusti'pent  La_w  of  August  1^37 
v/hicn  eirpovvered.  the  Governvuont  to  prohibit  or  restrict  I 
imports  of  eertsin  cornKOoities  after  cbnaultation  ’vith 
tthe  Foreign  Tmcle  Council  for  the  purpose  of  ac  justing  | 
the  balance  of  painnents  ’'»ith  any  particular  country 
and  ensuring  the  supply  of  important  comm.ocities. 

Very  shortly  thereafter,  in  Sentenber  1937,  a  ne'7  and 
more  effective  law  was  passed  which  governed  the 
Import  and  export  of  comr.ocities  completely.  This  ne^7 
law  vas  called  the  f PX ^tJ^Tamp.or a.rx„Cpntr ol .  o£ 

Imports  one  :i:xT>orts.  Its  purpose  w's  to  set  up  an 
import  licensing  system  to  ensure  that  import  tr ans¬ 
ae.  .:ions  were  directed  tov?ard3  the  securing  of  necessary 
war-use  commodities.  Tho  lav/  also  ga^e  wide  powers  | 

over  tho  distribution  enc  consuirotion  of  coiTur-ocities 
and  any  articles  mate  from  such  cojm  ocities.  Under 
regulrstions,  as  revised  and  extended,  four  classes  of 
commodities  were  cof.'neC  in  proportion  to  the  urgency 
of  the  demand  for  tl^em.  Class  A  contained  the  leading 
rav;  materials  of  pe.acc  tine  industry,  such  as  cotton, 
wool.  Jute,  -vooc  pulp,  wood,  rubber,  hides  and  leather. 
Imports  of  these  covinod'itj  ;s  were  subject  to  severe 
curt.eilraont  from  normal  levels  according  to  the  policy  ^ 
exnressed  by  the  Planning  Board.  Class  B  listed 
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-^ly"366^Ucles  of  .ihlch  Import,  woro  tenerolly 

entirely  prohitltod.  Tliose  consisted,  tor  tho  i.ost 
pert,  ot  Roods  vhlch  wore  felt  to  bo  not  necessary 
to  the  Japanese  people  or  goods  vihlch  coulc  bo  pro 
ducec  v,ithln  Japan.  Cblofly,  they  «re  tollot 
articles,  llRht  chenlcals,  textile,  me  luecurles,  such 
as  boor,  -aatchos,  electric  f-ns,  woolen  fabrics,  boots 
and  shoes,  etc.  Class  0  embracoc  t.aoso  ,-rtlclos 
conslderec  essential  tor  r.llltar^-  purposes,  the  exports 

of  vhlch  pere  absolutely  orohlbltec.  This  catoRory 

'  induced  cotton  v/asto,  gold,  certain  non-torrous  ores, 

iron  pipes,  special  stool,  antimony,  autonoblles  one, 

'  a  \  dan  7 1  mm  OjIC  otlior  Tnotcri-Tls 

parts,  intornal  con)ustion  erioJ- 

^  ...  T  sa’a  1  f'l'  r.ccscl  tn  193^ > 

a  lilco  nature,  class  D,  «  s 

'  Placed  supervision  over  a  specified  nunber  of  Imports 

’  to  be  clvon  protorcntld  positions  for  licensing. 

,  commodities  In  this  catogorm  included  platinum,  copper, 

.  lead,  tin,  sine,  antimony,  brnss  and  mercury. 

"127.  Tho  machin,-;.’  used  by  tho  Japanese 

I  covornnont  to  control  foreign  trade  under  the  la- 
„  Phovo  cited  -s  the  cartel  s-stom  also  acoptoc  for  the 

„  control  of  manufacturing  enterprises.  On  August  3, 

«  1937,  (bov.  Ko.  74)  there  uns  passed  The_Laa^f^9 

M  Trade  As^tlans..  This  l.a»  nrovloec  that 

!5  there  should  bo  ostabllshod  Import  anc  export 


'  r? 


I 


■m 

1- 

■  1, 

*»  ■  '  f 

.  -  i. 

■  ■ 

i 


associations  for  tns  hcnollnc,  of  foreign  trooo.  Tho 
reebers  of  the  associations  «ero  thoso  engaged  In 
■.ancllng  the  same  kinds  of  goods  or  dealing  In  portl-  ^ 
cnlar  .-.arkots.  The  principal  goods  to  be  handled  y 

osch  association  for  tho  Particular  narV.et  uss  ns.ed 

.  n«lw  nno  'iR'rOCist if^n  VfP.S 

'ov  tlio  corpotent  I'inister.  Y 

siloned  in  each  field.  Th-refore,  this  la-s  actually 
forned  all  foreign  traders  into  organisations  which 
carried  out  tho  policies  of  the  Qevarnuont  through 

tho  oueratlon  of  Govornnant-lnposed  rostrlotlons, 

inasmuch  as  the  associations  « ere  charged  -Ith  Ikplo- 

„enting  the  Govornmonfs  policy.  Under  tne 

the  various  luport  associations  me  oxpor 

„,.3ro  foraod  into  tvo  federations,  one  for  Ir.port  and 

Tst  A  fa-’rd  federation  n  feoer^tion 
ono  Tor  export.  A  ta-ro  u 

of  t'lo  t.o  previously  nnn.ee.  Tals  v,ts  knov,n  as 
control  Fodoratlon  of  Foreign  Trade  Associations 

ai28.  Tho  results  of  these  programs,  that 
to  say,  the  operation  of  the  Foreign  :ixchange  Control 
L.  ooltroll-ng  the  .onle.  Involved  In  trcnsac  Ions 

•  one  tho  Law  for  tho  To^porory  Control  of  I-ooots- 

(»(es  were  to  a  cegroe 
■toports  controlling  ooio  -  , 

offoctivo.  tJevorthelass,  it  /■  s 

.  ratd!  to  ’S""  potential  goods  Jap^n  vios 
limiting  i;'iports  to  s.  - 

to  acculra  sufficient  foreign  exchong. 
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continue  oporr.tions  ov:r  c  long  perioc  of  time.  It 
shoulc  be  borne  in  mind  tlir.t  'ihile  imports  of  non- 


essontinl  matoriols,  i.e.,  non-war  materials,  wore 
curteilec ,  Jap^n,  nevertholess,  depended  upon  the 
processing  of  many  of  those  materials  for  her  export 
tr-'de  by  which  to  acquire  and  necessary  foreign 
exchange.  This  presented  .?  real  cilecaia.  Japan  had 
to  stimulate  foreign  exports  and  make  drastic  curtail 


ments, 

"129.  3o  serious  did  the  problem  of  acqui¬ 
sition  of  foreign  exchange  become  to  the  acquisition 
of  os'.ential  materials  th-^t,  when  the  export  trade 
fell  off,  the  Ccahinet  can've  for  r  severe  curtailment 
of  plans  as  well  as  severe  restrictions  on  civilian 
oconOi!y.  A  notification  from  t!ie  Chief  Secretary-  of 
the  Cabinet  to  the  Var  Klnister,  Seishiro  ITAGAICI, 
dstec  23  Jxne  1938,  (IPS  Locuue.nt  9018-A)  discloses 
this  fact  together  with  decisions  of  the  Cabinet  con¬ 
cerning  this  matter," 
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BRliADIHIl  QJILLIAM:  Hay  It  please  the 
Trlbufial,  I  offer  in  evidence  IPS  document  No.  9018A. 

THE  PPIISIDENT:  Admitted  on  the  visual  terras. 

CIERK  OF  THIl  COURT:  Prosecution's  document 
No.  9018a  will  receive  erhiblt  No,  856. 

(‘.’her.: upon,  the  docuiie.it  above  referred 
tc  mai-ked  i.rosacution' s  e’lhinit  No.  856  and 
lecet'^ed  in  evidence.) 

B:-'.lGAi)IER  Q’JILLJ.J::  V/ill  you  please  continue, 
Hr.  Liebeiw? 

THE  WITNESS:  I  v,:-.j.l  road  t:if.t  d  jcumeivi:: 

1^/38,  Rq  Posit'-vo  'J.if.rr somoni  of 
the  Li  gent  Heisures  Vitei  to  the  Cor-rral  I’obii1.Lation. 

''CABINEr  XAJ:U  KO  no.  1«:1.  Trca  KAZaHI,  .Vicira, 
Chief  Seiretax-y  of  Cabinet;  '^out*  E-ioellency,  ITAGiiKI, 
Seishiro,  ■’^ar  ??ini3tor.  Infoivneticn  bv  Order. 

'•Abou'.  the  prosecution  of  urgent  policies 
vital  to  the  geroral  mobilizetlon,  the  cabinet  con¬ 
ference  ooistd  a  <?ecision  cs  po:*  enclosure. 


"Tpr  I 'ini  3  try  n.-^cclvjd, 

Icn.L  ^o.  >C9T.  ( '5ic:-.osuro). 


'•Fg  Pvtiilvo  orconer t  of  the  Urgent  Moasurfes 
Vital  to  the  Gccer  j?.  I^obilization, 

"The  Chinoio  Incident  has  now  made  a  great  ad¬ 
vance  in  the  tide  of  v/ar  v/ith  the  fa?.l  of  Hsucl-ow. 
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Hov/cvcr,  the  future  of  the  wnr  is  still  for  end  our 
people  shoul-d  fp.ee  it  'vith  resolve,  end  with  our  per- 

sGverinp  mind  harden. 

"The  cabinet  has  just  opened  e  mv'etinp  on 

I 

General  mobilization,  which  deliberated  on  enforcement 
of  the  poncral  mobilization  by  acquiring  the  reports 
from  all  ministries.  Judging  from  the  result  of  that 
meeting,  the  plan  of  the  mobilization  of  commodities 
for  1938  (13th  year  of  Showa)  decided  before,  has  be¬ 
come  difficult  to  realize  becauso  of  the  extremely  un¬ 
favorable  foreign  trade  balance  owin''  to  the  decrease 

in  export  end  other  reasons. 

"If  170  should  patch  up  affairs  and  put  off 
from  day  to  day  under  such  a  circumstance,  we  should 
have  a  great  obstacle  to  moot  the  military'  demand  and 
to  attain  an  expansion  of  productive  power  vital  to 
the  circumstance.  So  we  fear  a  grave  consequence  to 
occur.  T'-creforo,  at  this  tim.-  the  government  intends, 
with  a  great  decision,  to  concentrate  various  institu¬ 
tions  upon  execution  of  war  aims,  deepen  the  under¬ 
standing  of  officials  and  civilians  as  to  the  tension 
of  the  situation  to  issue  a.  statement  in  order  to  urge 
a.  great  resolve  of  the  people  to  meet  it.  At  the  seme 
I  time,  to  exclude  firmly  all  obstacles  and  enforce  the 

t 

following  policies  urgent  and  vital  to  the  existence 
of  our  nation."  _ _  _ 
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"(1)  In  order  to  malntein  the  stability  of 
eycbanpe  rates,  to  keep  supply  of  munitions,  promote 
exports  and  support  livelihood  of  the  nation  (consumers), 
wc  Hill  take  necessary  measures,  in  particular,  to 
restrain  the  rise  of  prices  above  the  present  level, 
and  at  the  same  tine  v/ork  out  a.  scale  of  basic  prices 
or  O’  f  icia.l  prices  end  furthermore  will  take  steps  to 
lower  the  current  prices  by  strengthening  both  saving 
in  the  consumption  and  also  by  control  of  rations. 

"(2)  '"ith  respect  to  general  connoditios, 

’.7e  will  make  every  effort  to  economize  in  consumption. 
Especially,  in  regard  to  imported  commodities,  by  the 
wav  of  restriction  of  consur.pcion  ns  occasion  demands, 
by  setting  up  a  rule  of  restriction  of  prohibition,  wo 
will  enforce  a  compulsory  use  of  substitutes  among  the 
nation  and  strengthen  thoroughly  to  minimize  consump¬ 
tion  of  commodities  for  non-urgent  purposes. 

"(3)  To  promote  exports,  under  synthetic 
plan,  v'G  will  strengthen  the  general  promotion  policy 
of  export.  Further, 

"(a)  ’”0  will  arrange  to  bring  about  a  unified 

foreign  trade  administrative  function. 

“(b)  By  such  a  way  as  linking  exports  of 
finished  manufactures  and  imports  of  materials  thereof, 
we  y;111  try  to  ensure  importation  of  materials  destined 


to  ultimate  export. 

"(c)  AS  to  imported  materials  v'e  v/ill  divide 
tiiem  into  materials  for  domestic  consumption  and  ma¬ 
terials  for  export  and  any  materials  for  export  shall 
be  thoroughly  prevented  from  being  switched  over  to 

the  domestic  consumption. 

"(d)  In  order  to  check  the  tendency  of  boy¬ 
cott  of  Japanese  goods  in  foreign  countries,  special 

measures  will  be  taken. 

"(e)  In  regard  to  the  granting  of  subsidies 

for  the  specially  deslgncted  goods  end  to  the  resnuffle 
of  civilian  trade  organizations,  a  thorough  and  drastic 
measure  will  be  taken. 

"(4)  About  goods  of  prime  importance,  an  ap¬ 
propriate  organization  of  import  and  ration  v;ill 
promptly  be  set  up. 

"(5)  A  mobilization  of  our  funds  in  foreign 

countries  in  order  to  replenish  the  foreign  exchange 

» 

funds . 

"(6)  Ve  will  make  efforts  to  control  and 

rationalize  war  profits. 

"(7)  Planning  spread  and  thoroughness  of 

savings . 

"(5)  To  make  a  simple  style  of  national 
living  at  the  emergency  v/e  will  run  a  national  movement 
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and  at  tho  same  time  tho  govornmunt  also  will  take 
necessary  measures  so  that  the  government  officials 
v;ill  set  a  standard  to  be  follo\/ed  by  the  people, 

'*(9)  i*  thorough  measure  will  be  executed 
for  increased  production  of  major  types  of  goods, 
especially  for  increase  of  r.ineral  production. 

"(10)  In  order  to  promote  an  industrial 
capacity  for  production  of  munitions,  v/e  will  take  nee 
essary  measures  about  adoption  of  shift  system  and  an 
urgent  employment  of  technicians  and  other  laborers, 
"(11)  Instructing  and  making  use  of  a  na¬ 
tional  movement  and  forming  a  necessary  organization 
about  collection  of  v^aste  materials. 

'•(12)  Ileasures  necessary  for  conversion  and 
its  results,  measures  for  relief  of  unemployment 
should  be  executed, 

"(13)  The  policies  set  forth  in  the  fore¬ 
going  articles  shall  promptly  be  executed  by  every 
ministry  concerned.  For  this  purpose,  if  necessary, 
a  part  of  the  articles  in  tha  law  of  general  mobiliza¬ 
tion  should  be  put  into  action." 
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A  second  ooriimunica  tion  between  the  same 
officlcls  on  23  Ouae  1938  (IPS  document  9017A)  out- 
lina:-  the  type  of  revision  deemed  necessary  by  the 
Cebluet  to  achieve  the  natlcnal  nian. 

3RIGADIIR  QUILLIAM;  May  it  please  the  Tribunal, 
I  offer  in  evidence  IPS  document  No.  9017A. 

T’lil:  PRESIDEI1T:  Admitted  on  the  usual  terms. 

CL'JU:  OF  THE  COLTT;  Prosecution's  document 
No.  9017A  v/ill  receive  exiiibit  No.  857. 

(’  hereupon,  the  document  above  referred 
to  was  marked  prosecution's  cxlriibit  No.  857  snd 
received  in  cvlderce.) 

THE  PRESIDENT:  it  is  a  very  lengthy  doc\iment, 
contjjjiing,  no  doubt,  a  nunber  of  details  that  won't 
help  us. 

BRIGADIER  QDILLIAM:  May  it  please  your 
Honor,  it  is  regarded  as  a  v  ry  Important  document 
in  this  connection  and  I  think  possibly  would  be 
better  appreciated  if  read  as  c  whole  than  if  sum¬ 


marized. 


THE  PRESIDENT:  Well,  we  will  take  your  word 


for  it.  Brigadier.  You  have  read  it. 

BRIGiOlIER  QUILLIAM:  Will  you  please  con¬ 
tinue  v/ith  the  reading. 

THE  I'ffTNLSS:  I  will  read  that  document: 
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"Kottfteatlon  in  compliance  with  orders.  Sub- 

_  Jecti  regarding  revision  of  the  plan  for  regulating 

^  I  the  supply  and  demand  of  essential  materials  for  Shows 

^  13  (1938)  has  boon  decided  at  the  cabinet  meeting  as 

^  follows : 

,  I  "Revision  of  the  plan  for  regulating  the  siflsply 

.  and  demand  of  essential  materials  during  Showa  13 
,  (1938).  In  the  plen  for  regulating  the  sup-'ly  and 
,  demand  of  essential  materials  during  Showa  13,  (1938) 
which  was  decided  at  the  cabinet  meeting  of  18  January, 

,0  It  was  decided  that  Imports  shall  be  3,000,000,000  yen 
,1  and  the  total  sum  of  Imported  materials  shall  be 
,2|,000,0co,000  yen  by  decreasing  both  military  and 

ij^omestlc  demands  (excluding  Manchuria  and  Kvantung 
i4Provlnce) , 

15  I  "On  the  contrary,  since  the  beginning  of  this 

idrjar,  the  exaort  results  have  been  continuously  very 
ilijactlve.  And  In  comparison  with  the  plan,  the  results 
lalj  the  first  quarter  of  the  year  decreased  by  about 
m,  and  moreover  as  the  trade  of  north  and  Central 
China  Is  Included,  the  rote  of  decrease  will  be  more 
8(i(|standing  and  will  drop  to  about  33.1!  when  that  Is 
oSckuded.  (In  comparison  with  the  results  of  lost  year, 
a  crease  of  32.8?).  if  this  tendency  Is  left  alone, 
eSpArts  most  probably  will  not  exceed  1,700,000,000 
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yon  no  m^tter  whr.t  efforts  ere  mede  to  Increeso  extorts.  1 
(Excludtn,  Itenchurla.  Keentun,  province,  North  end  Centr  | 
Chine).  Supposing  thot  the  new  products  g  ^  ^ 

excess  In  Invisible  extorts,  etc.,  ere  reellsed  ..s  j 

precrrenged,  the  Im-ort  cepeclty  will  be  about  ; 

2,100,000,000  yen,  but  according  to  the  resul 
till  now,  contrary  to  thrt  anticipated.  Invisible 
iMperts  exceeded  that  of  extorts.  Therefore,  It  Is  , 

rather  exaggerated  to  estimate  the  maximum  of  Imtor 
capacity  at  2,100,000,000  yen.  Consequently,  a  ou 
there  Is  no  way  but  to  cut  down  the  amcmt  of  deman 
with  all  efforts  by  fundamentally  revising  the  firs 
plan  of  regulating  suctly  and  demand,  the  demand  for 
war  munitions  as  a  result  of  oper.atlons  to  arm  and 
replemlsh  the  mobilised  force  cannot  be 
'  the  primary  demand  amount.  For,  rather,  w.r  mun 

'  Therefore,  in  order  to  regulate 

I  demand  Is  Increasing.  Thereior  , 

*  these  two  cross-demands,  there  Is  no  other  way 

^  to  strictly  control  the  supply  and  demand  In  the  ome 

“  land,  and  at  the  same  time  endeavor  to  checX  the  n- 

“  creasing  war  munitions  demand. 

.,.s  to  home  demand,  other  than  the  following 

imuorts,  as  a  principle,  shall  not  be  recognised. 

„1  Those  to  be  allotted  for  military  demands 

“  and  raw  materials,  materials,  machine  tools,  fuel^btc^ 


\ 


which  are  necessary  for  production  and  suprly  of  war 
munitions. 

,.2.  ROW  materials  and  materials  for  exports. 

"3.  The  minimum  amount  of  medicine,  fertiliser, 
etc.,  which  are  abaolutely  necessary  for  the  malntenanee 

of  the  nation's  livelihood. 

••'4.  The  minimum  amount  of  articles  whic 

are  necessary  for  barter  trade. 

.■Although  a  plan  for  decrease  of  trade  has 

neon  established,  end  at  the  same  time.  In  regards  to 

Immltlons,  methods  to  actively  utilise  substitute 
materials  spontaneously,  to  appropriate  stored  go  s 

to  mitigate  tha  standard  of  supplied  goods,  to  call  n 

hpve  >'ec-n  considered,  still 
unnecessary  office  articles,  have 

n  total  of  over  2,730,000,000  yen.  Including  over 
130,000,000  yen  Import  from  North  and  Central  China, 

Of  imports  of  which  Home  demand  over  1,981,000,000, 

Army  and  Navy  over  749,000,000,  Is  found  necessary 
Howevr,  in  order  to  supaly  this  sum  of  Imaorts 

»111  be  necessary  to  spend  the  greater  part  of  e 

...  .4  Tr>  this  way,  in  the  case  of  an  emer- 

re served  fund.  In  this  way, 

gency  and  the  situation  becomes  worse.  It  Is  very 
difficult  to  procure  arms  and  other  necessary  ar 

. . .  „a  a  lack  of  caeltal  to  procure  them.  So  we 

decree sement  policy 


■mount 


have 
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LIEBERT 


of  detnrnd  In  the  home  lend,  end  plan  on  following 
points  to  postpone  the  use  of  the  special  conserved 

oil  — "  I 

THE  PRESIDENT;  I  understrnd  the  IBM  is  not 

working. 

marshal  of  the  COURT:  There  is  r  power  frilure, 

Mr.  President.  will  hrve  the  emergency  power  on  ^ 

in  about  three  or  four  minutes,  sir. 

(Y/hortupon,  a  short  recess  was  taken, 

after  which  the  proceedings  were  resumed  as 
follows : ) 

the  PRESIDENT:  The  court  reporter  will  read 
the  lost  words. 

(Phorcupon,  the  official  court  reporter 
read  as  follows:  "So  wc  have  to  study  the  decrerso- 
ment  policy  for  the  amount  of  demand  In  the  homo 
land,  and  plan  on  following  points,  to  nostponc 
the  use  of  the  special  conserved  oil  — 

1  the  PHESIDENT:  I  understand  the  IBM  Isn't 

>  worKlng  satisfactorily.  At  least,  some  of  my  colleagues 
^  cannot  hear  distinctly. 

2  It  appears  to  be  all  right  now. 

^  .  the  V/ITNESS:  (Reading) 

..  ..  to  postpone  the  use  of  the  sreolal  con- 

“  served  oil  and  the  compulsory  conserved  oil,  to  _ 
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pStToily  postpone- the  term  of  exocutlnp  herter  ng 
contracts,  to  postpone  the  production  of  a 
^Chines  Which  are  necessary  for  the  development  of 
strength  of  production,  and  to  coll  in  materials  in 

home  lend. 

!  ..After  considering  theso  measures  the  total 

i  sun  of  domestic  demands  which  is  necessary  to  bo  im- 

'  ported  was  decided  at  about  1.810, OCO.OCO  yen.  Con- 

socucntly  the  total  sum  of  imports  is  estimated  at 

about  2,550,000,000  yon  in  which  it  is  expected 

the  sum  of  im-orts  from  Central  and  Porth  China  will 

V  4-  000  cro  7cn  md  most  of  them  wi*l 

nmount  to  cbout  130,0OO,t.  w  ./v-i 

M  he  imported  regordloss  of  oxchrngc  I 

'  the  totcl  sum  of  imports  will  be  ostimetud  ot  over 

4  n  -v-n  v>r  rble  to  overcome 

2,420,000,000  yen,  rnd  wc  she  11 

this  yerr’s  crisis. 

..in  order  to  keep  the  sum  of  imports  of  the 
"  ecmestic-.dcmands  within  the  above  said  amount,  it  is 
necessary  to  carry  out  a  strict  control  policy  reg 

"  ing  the  use  of  articles  in  the  latter  half  of  the  year. 

20  nroblcms  rnd  those 
Moreover,  conourrently  many  social  probl 

21  hrerch  of  contrc.cts 
„  of  compensation  resulting  from  the  breach 

must  bo  r.nticlpated." 

THE  PRESIDENT!  The  IBil  isn't  working!  a, 

2,  least  my  section  Isn't.  Try  It  again. 
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the  WITNESS:  (Continuing)  ! 

..Theroforo,  In  order  to  relieve  those  problems^ 

disbursement  of  new  expenditures  end  other  necessery 
meesures  shell  bo  tohen.  In  eonsideretion  of  the  sbov  j 
mentioned  situation,  the  most  imrortnnt  tesk  et  presen  ^ 
is  to  rotlize  the  following  items  which  hr.vo  been  do-  ^ 

cided  rs  quickly  cs  possible.  , 

*'1.  The  totrl  sura  of  imports  snux 

2,550;000,000  yen  (about  2,420,000,000  yen  excluding  ^ 

.control  end  Worth  Chino).  Revise  the  toble  of  controst 

of  supply  and  demand  and  roplemishmcnt  measures  of 

essential  moteriols  (moteriols-  mobilization  No. 

A004)  which  is  contained  in  the  attached  document  ro-  ^ 

gording  the  plan  of  mointenanco  of  supply  of  essential  ; 

.  tends,  that  was  decided  at  the  cabinet  meeting  on  , 

•18  January,  occordlng  to  the  ottoched  document  • 

.••(moteriols-  mobilizotion  HO.  A008).  furthermore,  the  I 

detailed  amendments  of  the  supply  and  demand  plan  os 
0  problem  of  execution  shall  be  managed  within  the 
llmlts  of  the  totol  omount  of  imports,  but  in  coso  of 
requiring  more  Imports  of  row  materials  then  the  pre- 
arrongod  plan  on  occount  of  on  increose  of  exports, 
the  amount  of  Imports  will  be  odjusted  ond  adopted 
•  seporotely  through  the  consultation  of  the  mlnistric-s 
-  concerned  regardless- Of  the  above  sold  total-  amount  of 
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In  order  to  carry  out  tne 

n,  each  government  office  shall  put  Into 

soon  rs  rossiblo,  urgent  oolicios  regarding 
Lization  as  well  as  adopt  measures  con- 
^ntrol  of  the  use  of  Im^-orts  in  the  ho-^e 
ar.ncc  vrith  the  attached  sheet  No.  1. 

Take  measures  concerning  disbursement  of 
nd  other  necessary  measures  for  the  Vo.rl 

_ problems  and  unemployment 

control  of  the 


expenditure  and  otm  r  w 

ous  kinds  of  corauonsation  problems 
relief  which  occur  as  a  result  of 

use  of  the  materia.ls. 

»4.  As  to  the  materials 
to  tho  revised  supply  rnd  demond  pirn,  the  some  sn... 
be  «mogcd  PS  qulokly  r.s  rossiblo  by  the  Mrtorirls 
Adjustment  Bureeu  of  the  Commeroo  end  Industry  Ministry 

(those  not  under  the  jurisdiction  of  this  Euroeu  by 

.  — r>4-  office)  uaon  communicating 

the  competent  government  on  ice; 

with  the  Exchange  Borrd. 

"The  r.ttr.ched  document  (Hr.torlrls'  .loblliS'- 

tlon  Ko.  A008)  v,ill  be  sent  Irtcr  from  the  Crbinet 

Planning  Bo;rd. 

"^Att ached  Sheet  No.  1) 

"Ueln  oontolled  end  prohibited  items  required 
to  be  oerried  out  in  connection  with  the  use  of 


it 
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motoriols  in  the  letter  hrlf  of  this  yerr  in  order  to 
execute  the  present  supply  end  demond  plen  except  motcr- 

lels  for  the  milltr.ry. 

"1,  Suspension  of  construction  works  which 

ere  ngt  Immcdietcly  necesscry  for  th^  wrr,  end  even 
those  which  ere  et  present  under  construction. 

"a.  Suspension  of  new  construction  rnd  re¬ 
construction  of  government  public  end  business  offices 
end  schools. 

"b.  Suspension  of  works  of  the  IntGrnrtionel 

Exhibition  end  the  Olympics.  Excluded. 

“c.  Suspension  of  Irrge-scnle  construction 
of  depr.rtmcnt  stores,  hotels  mo  other  big  buildings 
for  the  purpose  of  convncrce  end  business,  end  to  control 

new  construction  of  houses. 

"d.  Suspension  end  postponement  of  unurgent 

construction  works. 

"2.  Suspension  end  postponement  of  roll  track 
work.  Suspension  end  postponement  of  rcilwry  construe- 
tion  end  reconstruction  except  works  which  need  in- 
creascmc-nt  of  transport  capacity  for  military  use  and 

national  mobilization. 

”3.  Partial  suspension  and  postponement  of 

construction  of  ships. 

•'4,  Suspension  of  construction  of  electric 


•! 

■i 
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i;;;;;roloctrlc  h^rt,  tolophono,  .=  s  ond  w.icr  service 
except  those  Which  ere  neecssnry  for  military  use  end 

goncrnl  mobilizrtion.  j 

i.5.  Postponement  of  the  use  of  the  specifl-  , 

conserved  oil  end  the  compulsory  conserved  oil. 

"6.  Enforcement  of  prohihltivo  control  on 
rrticlcs  of  domestic  demrnds  mrde  from  mr.tcriels  which 
hrve  to  be  Imported • 

•■a.  Prohibition  of  spinning  end  weaving  of  , 
cotton  except  for  such  specirl  articles  rs  munitions, 
exports,  sells,  sewing  three.d,  end  e.rtlcles  which  ere 
used- for  industrlel  end  hygienic  ourposcs.  Enforce¬ 
ment  of  export  control  on  cotton  threed  nnd  cloth  to 
outer  Jepen,  Uenchukuo  ene  North  end  Centre!  Chine. 

"b.  Strict  control  on  the^  menufreture  of 
woolen  articles  for  domestic  demands  end  for  export  of 
the  same  to  aenchukuo  and  Kwantung  province.  Prohibltlot| 
of  manufacturing  cloth  of  yellow  hemp  used  for  packing 
in  the  homo  land.  Prohibition  of  manufacturing  ordin¬ 
ary  paper  mede  of  Sianlla-hemp.  Prohibition  of  manu¬ 
facturing  cloth  and  other  domestic  articles  which  are 

mode  of  linen,  rrmic  or  hemp. 

•'c.  Prohibition  of  monufccturin^  begs, 

Shoes  and  other  articles  of  domestic  demand  which  ere 
I  made  of  cowhide,  household  appllonces,  daily 


direct 


cntimony  y 


necosscrlcs  «hlch  need  copper,  oru=„ 

/I  ordlncry 

etc,  ='na  rubber  shoes  rod  ot. 

a,.cstlo  defends  v,hich  need  row  pu.. 

fccturing  ordlnrry  poper. 

„a.  prohibitive  restriction  on 

domestic  demand  oth  r  than  those  me 
«hlch  require  Imported  materials  for 

..7.  Execution  of  thorough  red 

eommunlcatlon  system  by  the  suspension  < 
1.  fll  rutomolDll^s,  a' 

more  then  half  of  all 

’  ,  m+v,  -rrilwrysi  comfct.-np 

rtr.-rnllcl  v;ith  rr.iiwt..v=.y 


orted 


fertilizer 


Restriction 


vofflcec  concerned  shell  muti 
the  execution  of  the  above  matters 
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1330. 


AFTERNOON  SESSION  , 

# 

The  Tribunal  met,  pursuant  to  recess,  at 


MARSHAL  OF  THE  COURTf  The  International 


Military  Tribunal  for  the  Far  East  is  now  resumed. 


JOHN  GRANVILLE  LIBBER  T,  called  f 
as  a  witness  on  behalf  of  the  prosecution,  resumed  f 
the  stand  and  testified  as  follows:  s' 

DIRECT  EXAMINATION  (Contimied) 

BY  BRIGADIER  QUILLIAM: 

TfE  PRESIDENT*  Brigadier  Quilliam. 

BRIGADIER  QUILLIAM*  May  it  please  the 
Tribunal,  I  ask  the  v/itness  to  continue  reading 

i  • 

from  paragraph  I30  on  page  99.  -U 

THE  WITIJESS*  ^ 

"I30.  The  Japanese  Government  attempted  to 
solve  this  import-export  dilemma  by  resorting  to  the  .  x 

’i 

mechanism  of  linking  purchases  of  foreign  exchange  3 

for  the  imports  of  certain  raw  materials  to  sales  re- 
allied  by  exporting  the  finished  product  made  from  the 
same  materials.  The  so-called  'link*  system  v’orked  ^ 
in  this  fashion.  In  order  to  Import  cotton,  for  ex- 
ample,  it  was  necessary  to  give  assurance  that  an  Ih 

equivalent  amount  of  cotton  textiles  woiild  be  exported 
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/J’TERNOON  SESSION 

Tlio  Tribunal  raot,  pursuant  to  rocess,  at 
1330. 

ICARSHAL  OF  TJIE  COTBT;  Thu  Intornatlonal 
Military  Tribunal  for  thu  Far  East  is  no-v  resumed. 

TliS  PRESIDBITC:  Brigadier  C^uilliam. 

BRIGADIER  (^UILLIAI.':  l!ay  it  please  the  Tribu¬ 
nal,  I  ask  the  ’vitnass  to  continue  reading  from 
paragraph  130  on  page  99. 

TrlE  7ITi^3S3; 

"I30.  The  Japanese  Government  attempted  to 
solve  this  import-export  dilemma  by  resortinp  to  the 
mechanism  of  linking  purchases  of  ‘'oreipn  exchange 
for  the  imports  of  certain  raw  materials  to  sales  re¬ 
alized  bv  exporting  the  finished  product  made  from  the 
same  materials.  The  so-called  'link'  system  worked 
in  this  fashion.  In  order  to  import  cotton,  for  ex¬ 
ample,  it  was  necessary  to  give  assurance  that  an 
equivalent  amount  of  cotton  textiles  would  be  exported 
within  a  specified  period.  There  were,  of  course, 
many  kinds  of  combinations,  or  links,  of  commodities. 
The  import  of  tallow  was  linked  to  the  export  of 
soap;  bristles  and  ebony  to  brushes;  wood  pulp  to 
staple  fibres;  Manila  hemp  to  Japanese  style  paper; 
carpet  wool  and  hair  to  rugs,  etc.  The  basic  prln- 
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rlthln  a  specified  period,  There  were,  of  course, 
many  kinds  of  combinations,  .or  links,,  of  commodities. 
The  import  of  tallow  was  linked  to  the  export  of 
soap;  bristles  end  ebony  to  brushes;  wood  pulp  to 
staple  fibres;  Manila  hemp  to  Jepenese  style  paper; 
carnet  wool  and  heir  to  rugs,  etc.  The  basic  prin¬ 
ciple  involved  was  to  keep  exports  moving  to  produce 
exchange  without  cutting  into  foreign  exchange  avail¬ 
able  end  allocated  for  Import  of  war  materials.  These 
sorts  of  operations  demanded  limits  and  curtailment 
of  industries  not  involved  in  such  transactions  as 
well  as  a  complete  control  of  the  whole.  The  ’link’ 
system  first  received  general  recognition  in  1938 
when  it  was  applied  to  apnroximately  30%  of  Japan's 
total  exports.  In  addition  to  the  ’link’  system, 
other  efforts  of  a  more  orthodox  character  were  made 
to  stimulate  foreign  trade  such  as,  advertising, 
market  surveys,  commissions,  etc, 

"131.  The  annual  foreign  trade  reports 
between  1935  end  1941  show  ever-increasing  export 
end  ever-decreasing  Import  trade  between  Japan  and 
the  areas  comprised  in  Korea,  Formosa,  Kwantung, 
Manchuria  end  Chine.  The  following  table  shows  the 
amounts  and  percentage  of  this  trade  shift,"  • 
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ciple  involved  was  to  keep  exports  moving  to  produce 
exchange  without  cutting  into  foreign  exchange  avail¬ 
able  and  allocated  for  import  of  war  materials.  These 
sorts  of  operations  demanded  limits  and  curtailment 
of  industries  not  involved  in  such  transactions  as 
well  as  a  complete  control  of  the  whole.  The  'link' 
system  first  received  general  recognition  in  1938 
when  it  was  applied  to  approximately  305?  of  Japan's 
total  exports.  In  addition  to  the  'link'  system, 
other  efforts  of  a  more  orthodox  character  were  made 
to  stimulate  foreign  trade  such  as,  advertising, 
market  surveys,  commissions,  etc. 

"I3I.  The  arnual  foreign  trade  reports 
between  1935  and  1941  show  ever-increasing  export 
and  ever-decreasing  import  trade  between  Japan  and 
the  areas  comprised  in  Korea,  Formosa,  Kwantung, 
Manchuria  and  China.  The  following  table  shovjs  the 
amounts  and  percentage  of  this  trade  shift." 
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I  will  rood  tho  year  and  tnc 

"Exports  of  Japan. 

"Year  1935,  to  Korea,  Formos 

“Kanchuria  and  China.  40,4  por  cent. 

"  1935^  40.4  per  cent 
"1936,  42,3  por  cent, 

"1937,  42,4  per  cent 

"1938,  61,1  per  cent 

"1939,  64,3  per  cent 

"1940,  63.9  per  cent 


Kwrntung, 


This  does  not  include 


Formosa 


This  does  not  include 


Formosa  and  Korea 


"Imports  of  Japan,  from  the  s-^me  areas, by 


not  including  Formosa 
not  including  Formosa 


and  Korea. 

"Because  of  this  shift  in  foreign  trade  bal 
ences,  exports  to  yen  bloc  areas  were  eliminated  fro 
the  ’link'  system.  This  was  done  because  such  trade 


I  will  rood  tho  year  and  the  percentages. 
"Exports  of  Japan. 

"Year  193 5>  to  Korea,  Formosa,  ICwrntung, 

T^anchuria  and  China,  40,4  par  cent. 

"193^  40,4  per  cent. 

1936,  42.3  por  cent. 

"1937,  42.4  per  cent, 

"1938,  61,1  per  cent, 

"1939,  64.3  per  cent. 

"1940,  63,9  per  cent.  This  does  not  include 

Formosa, 


1941,  62,4  per  cent.  This  does  not  include 


Formosa  and  Korea 


Imports  of  Japan,  from  tho  s'^me  areas,  by 


percentages 


'1935,  34.8  por  cent. 

'1936,  34,6  per  cent. 

'1937,  27.3  per  cent. 

1938,  44,3  por  cent, 

1939,  45.9  por  cent, 

1940,  35*3  por  cent,  not  inducing  Formosa 

1941,  29*4  per  cent,  not  including  Formosa 


and  Korea 


"Because  of  this  shift  In  foreign  trade  bal¬ 
ances,  exports  to  yen  bloc  areas  were  eliminate."  from 
the  *link*  system.  This  v;as  done  because  such  trade 
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produced  no  excess  foreign  exchange  to  suoport  pur¬ 
chases  from  requiring  payment  in  foreign  exchange.  To 
effect  restriction  of  exports  in  the  yen  bloc  areas 
which  might  otherwise  be  used  to  acquire  foreign  ex¬ 
change  from  other  countries,  Ordinance  No,  5^  of  Septem 
ber  20,  1939,  was  passed.  This  ordinance  provided  that 
certain  designated  commodities  were  not  to  be  exported 
to  yen  bloc  areas  without  apnrovel  of  the  export  associ 
ations.  The  commodities  included  drugs,  paper,  glass, 
paint,  toys,  and  similar  items.  It  is  to  be  noted  that 
these  items  were  not  orodnced  from  the  class  of  raw 
materials  constituting  major  Japanese  iraoorts.  These 
were  items,  v/hich  when  sold  on  the  onen  market,  nro- 
duced  the  maximum  of  exchange. 

•>G0LD  PRODtJCTIOK 

"132,  The  excess  of  imports  over  exnorts 
during  the  early  months  of  1937  was  126;^  greater  than 
the  excess  for  the  first  six  months  of  1936.  In  order 
to  Doy  for  these  imoorts  the  Bank  of  Japan,  in  Kerch, 
1937,  began  shinning  gold  in  nnyment  of  goods.  Some 
indications  of  the  icmortant  role  played  by  gold  in 
the  financing  of  Japan's  Imports  may  be  gauged  by  the 
fact  that  her  gold  sales  to  the  United  States  Treasury 
alone  from  1937  to  June,  194-1,  totalled  580,000,000, 
or  2,160,000,000  yen,  at  prevailing  market  rates.  The 
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necessity  for  stlmulrting  the  T'rc<’ucticn  of  gold  bc- 
cpno  rt  once  rpr.erent.  In  the  Resume  cf  Policy 
Relrting  to  Execution  of  Summery  of  Five-Yerr  Progrrm 
of  Importent  Inc’ustries  (Pert  II  of  Exhibit  842) , 

deted  10  June  1937 »  the  Government  further  enticlpetec’ 
unfrvorrble  belrnces  of  trede.  Lt  Section  II,  prge  6, 

cf  the  ef c renentirned  Resume  the  teble  entitled 


lEstimrtes  of  Internrtlcnrl  Receipts  end  Ppyments,  1 

Jeprn  end  Mrnchurir  considered  rs  one  Unit  ***'  shows  i 

1 

thrt  for  the  yerrs  1937  to  1941  it  vfs  e'?tlmrted  thrt 
there  would  be  rn  excess  cf  imports  pmcuntlng  to 
1»530, 000,000  yen.  This  cstinrte  coiled  for  oction 
on  the  port  of  the  Government  tc  do  something  rbout 
the  gold  supply  in  relrtlon  to  mmogements  of  foreign 
trodc.  On  August  10,  1937,  r  number  cf  meosurcs  per- 
toinlng  to  gold  were  possed  by  the  Diet.  The  most 
impertont  cf  these  meosurcs  were  The  Gold  Reserve  | 
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'*113 »  The  'jc.ld  Reserve  Rcvrlurtion  Lrw 
crnfirncc’  the-  s-us-cnnlon  rf  the  rbli.cTt.lc'n  of  the 
P-t/k  of  Orpon  to  o*  rve.rt  fcr.’Tk  notes  Inco  geld  cclns, 
.'t  rise  cc-noentret'-id  the  gold  reserves  ef  the  Ernk 
of  Chesrr.  and  the  Brnk  of  TnlTirn  ‘7ith  ohc  Brnk  ef 
Jrorn,  end  rc-ve.luo'"  the  tetri  pe.V  stork.  Re- 
d'jctlcn  jn  th.(  gold  content  <'f  the  yen  increesed 
the-  free  ve.lut'  of  the  t<  trl  g^^ld  steck  fren  , 
472jC00,CC0  yon  to  1.219,GOO,OCO  yen.  The  Gold 
Pund.  Special  Account  Lr-v  cstrh]  i^hod  r.  srcci''! 
cold  r.cocunt  neine  the  gres.e  pi’oflt  rf  7d.?,OOC\000 
yon  accruing  to  the  Gevornnont  by  the  rbevo  nonticned 

I 

rcvelurTj.rn  pre cesses  os  Its  orsis.  The  7ur'*csc 


ef  this  fcld  fund  srcclr.l  rcc»'ur.t  r/r.s  to  provide 
funds  ’f'lth  'vhich  tc  pvrclirse  grid  iuic  .•:?.lver  at 
hone  rnd  i  hreod,  and  fron  which  tc  r*»ko  disbursc- 
nonts  ef  fold  for  spccirl  purpose s» 

"134  ^  The  Grid  Fvoductl"-n  Lr?;  rf  Au^nist 


10;  hrd  rs  its  pur  n-'se  the  stlrulntien  rf  grid 

Pining  .-nd  the  prrduction  rf  grid.  By  its  prrvisiens 
the  f  cvernront  wr-.s  ei'pcv'crcd  tc  rr  '’er  inprovonents 
and  r.xpriisicns  ff  nines  rnd  the  neohrnisrs  for 
hrndl^ng  control  i  vices,  to  restrict 

ccnsunptler.  rnd  tc  grrr.t  rubsldirs.  Under  the 
LfT?  these  :c.rs'-iir  engaging  in  the  pirinf  ’  f  rrid 


i 
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were  exenpteci  from  the  pp.yrcnt  of  import  c’uties 

on  machinery  rncl  other  necessrry  equipnents  to 

increr.se  proc’uction#  It  r.lso  provided  for  tl)e 

estrblishncnt  of  r.  nr.ticnr.l  policy  compony  celled 

the  Jr.prn  Gold  Production  Enterprise  Conpeny.  This 

Conprny  vies  formed  on  September  l6,  1938,  for  the 

p\irpcse  of  developing  the  production  of  gold  within 

Jr.prn  end  the  Empire.  One-hr.lf  of  the  criginrl 

% 

crpltclizr.tlcn  of  jO  million  yen  wrs  provided 
by  the  government.  The  Company  wr.s  to  be  exempted 
from  income,  profits  end  locrl  trxes  for  ten  yerrs. 
The  government  guaranteed  A%  divided  on  the  Ccr-pcny's 
shores  for  r.  p-erlcd  of  five  yerrs,  end.  it  wr.s 
further  provided  thr.t  t!:e  Conprny  v/c.s  to  be  com¬ 
pensated.  for  r.ny  losses  on  loans  made  to  private 
mining  cor.pr.nies  up  to  the  limit  of  ?1  million 
yen.  This  national  policy  company  took  over  from 
the  Oriental  Development  Company  and.  the  Industrial 
Bank  cf  Korea,  the  operation  and.  control  of  about 
100  m.ed.iun  end  smell  size  gold,  mines  in  Korea  alone 
for  exploitation  purposes. 

"135»  So  important  v/rs  gold,  for  foreign 
exchange,  that  the  Outline  of  the  Plan  for  the 
Expansion  cf  Productive  Power  by  the  Board  of 
Planning  (Part  II  of  exhibit  842)  scheduled 
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expension  in  the  production  of  gold,  fron  51,669 
kilograms  in  1938  to  106,53^  kilograms  in  1941. 

Gold,  production  was  given  all  possible  encourage¬ 
ment  by  the  government.  The  Ministry  of  Commerce 
and  Industry  alone  paid,  the  following  bounties: 

"1937  302,840  Yen 

19.38  2^401,105  Yen 

1939'  2,488,110  Yon 

1940  4,541,510  Yen 

1941  4,342,500  Yon 

% 

This  was  in  addition  to  other  bciintios  provided 
for  mineral  prospecting  generally.  The  gold  pur¬ 
chase  premium  system  v/as  adopted  in  November,  1939, 
whereby  mine  operators  would  receive  a  premium 
of  one  yen  per  gram  for  any  increase  «mrer  the 
mine’s  previous  output  and  a  promiur.  •  r  two  yen 
per  gran  for  any  increase  ever  a.  quote  established 
by  the  Ministry  of  Finance, 

"136,  Every  effort  v/os  made  by  Japan  to 
acquire  all  the  gold  bullion,  ornaments,  Jewelry, 
etc.,  held,  by  individuals  and  private  institutions. 
An  amendment  to  the  Gold  Production  Law,  passed,  in 
March,  1939,  authorized,  the  coppplsory  purchase  of 
all  gold,  by  the  government,  of  course,  }iad 

the  effect  of  throwing  all  gold  f'nd  gold  articles 
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in  Jrpr.n  into  the  iirn(?.s  rf  the  gevernnent  where 
it  could  be  used  for  the  very  essentirl  foreign 
exchrnge.  The  following  trble  nerked  ’Gold  Pro- 
d’a^tlon  in  Jrprnese  Entire*  shoves  the  geld  pro¬ 
duction  in  the  Enpire  of  Jr.po.n  from  the  yeers 
19^?  to  1941.  The  chert  rrrked  ’Gold  Production 
in  Jc.pr.nese  Enrire’  grrphicr.lly  illustrrtes  the 
production  trble. '' 
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Gold  Production  In  Jnp-’.noso  Smplr 


in  kilograws 


Impiro,  including  Homo  Islands, 


13 » 397  kilograms. 

"In  1941,  51,810  kilograms," 

'  BRIGADm  i^UILLIAk:  ’Hay  it  please  the 
Tribunal,  I  offer  in  avidonce  the  original  of  the 
chart  on  page  IO6-A,  ’.vhicn  is  IPS  document  903O-IO6A 
TliE  PR3SID3IIT:  Admitted  on  tho  usual  terms 


CLERiC  OF  TIf3  COURT:  Prosocutior ' s  document 
No.  903O-IO6A  ^:ill  receive  exhibit  No.  858. 

(’./hereupon,  the  documDit  above 


to  v/as  marked  prosecution's  exhibit 
and  v/as  received  in  ovi'Hn'OO.) 


nl  Financial 


TH3  '.'IT?33S:  "Goyornmant  i 


Policy,  Lirect  and  Indirect  Financing. 

•'I37.  Adequate  financing  is  ur  essential  to 
a  program  of  industrial,  development  as  the  securing  of 
necessary  rT-^  materials.  The  necessity  for  financing 
tho  expansion  of  industry  to  achieve  national  self- 
sufficiency  in  the  production  of  war  materials  was 
not  ovorlockod  in  the  prorramwe.  I  v;ill  read  the  fol¬ 
lowing  excerpt  from  the  'Resume  of  Policy  Relating  to 

» 

Execution  of  Summary  of  Fivo-Yerr  Program  of  Important 
Industries,'  dated  10  Juno  1937  (Part  II  of  exhibit  842) 
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'•(a)  Poge  3j  commancing  Paragraph  A  to 
Parogropl'i  L,  Indus Ivo,  page  5, 

"(b)  Pages  24-26  inclusive,  Section  IX. 
"•Herewith,  several  finsncinl  policies 
essential  for  carrying  out  this  plan,  ara  set  forth. 

"•A.  In  oroor  to  facilitate  supply  of  funds 
ossentiol  to  tho  construction  to  accompany  the  fulfil 
mont  of  this  plan,  the  basic  principle  for  guiding 
finance  shall  bo  carried  out  smoothly  by  tho  positive 
and  voluntary  cooperation  of  the  existing  banting 


org''ns. 

"'B.  However,  -.Ith  a  viow  to  avoiding  various 
obstructions  liable  to  be  mot  with  in  too  money  market, 
necessary  ana  appropriate  control  Is  to  bo  exorcised. 
"'The  prime  object  of  this  control  may  bo 

suiiimarizot  as  follov's: 

"•To  facilitate  raising  of  necessary  funds 


for  this  plan. 

"*To  contrive  to  increase  positively  now 
savings,  which  are  tho  sources  for  tlis  supply  of  funds, 
"*ro  nojust  the  l):v3stiiiont  of  capitals  and  to 

prevent  double  investment. 

"»To  firmly  maintain  tho  proper  and  relevant 

policy  in  respect  to  rate  of  interest. 

II  ir  Qovot'.'il  concrete  measures  essential  for 
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tho  cbovo  purposes,  rar.y  bo  statoc  ns  follows: 

'”(1)  Keasuros  for  f-'cllltoting  rnlslng  of 

funds. 


'"(n)  To  nmond  tho  3nnk  of  Jopj>n  Act  and 
have  the  bnnk  adtninistreto  tho  finance  of  tho  basic 
ir.c  ustriGs. 

"'(b)  To  gr 'Ut  this  b  nk  tho  controlling 


i 

I 

I 


and  supervisory  powers  over  various  banl^lng  organs. 

"»(c)  To  oraend  the  Industrial  3^nk  of  Japan 
Act  one  extend  the  legal  liwit  of  issuance  of  deben¬ 
tures  by  15  times  tho  nresont  system.  For  this  end, 
necessary  incronso  of  capital  shall  bo  nado  by  moans  of 
Governr.ont  invostment. 

'"(d)  To  grant  this  bank  monopoly  power  over 


issue  and  trust  of  public  ''onds  and  debentures  and  to 
have  it  exorcise  control  over  the  loan  market. 

"'(o)  To  revise  tho  svstom  of  real  rights 


granted  by  way  of  security. 

"1(f)  To  extend  tho  financing  of  industries 

by  the  funds  of  Deposit  Section  /of  Finance  Einistry/ 

and  Post  Office  Insur''nco. 

"'(2)  laasures  for  incrossing  savings. 

" ' (a)  To  open  a  national  movement  for  practi 
cing  economy  of  consumption  and  thrift  end  s  .ving. 

" '  (b)  To  lov/er  tho  mlnirautn  limit  of  postal 
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sp.vings  (fron  10  sjn  to  5  son). 

"'(c)  To  stnrt  houso-to-houso  collection 
systom  of  postal  sovings  (sinill.''.r  to  post  office 
insurance) . 

"'(3)  lloasuras  for  nc Justing  investment  of 


capital, 

'"(a)  To  suppress  fresh  investment  In  non 
urgent  end  non-essentle.l  enterprises. 

'"(b)  To  h'vo  the  B-’nk  of  Japan  supervise 
•and  guide  the  omploymont  of  cepit-l  by  the  various 
banking  organs. 

"'(c)  To  restrain  double  investment, 

"'(4)  ‘ioasure  for  interest  rate, 

"'(a)  To  firmly  m'^intain  the  general  low 


mono3'’  rote  policy, 

"•(b)  To  exorcise  control  over  the  rate  of 
interest  of  public  bonds  and  debentures  by  unified 
acceptance  of  public  bonds  and  debentures  by  the 
Industrial  Banl:  of  Japan. 

'"(c)  To  make  an  adjustment  of  ing-torm 
interest  end  of  interest  on  public  loan  bonds. 

"'(d)  To  regulate  omployi.ient  of  funds  of 
the  Lvposlt  Oiction,  for  the  purpose  of  suppressing 

sudden  rise  of  money  rotes. 

"'(e)  To  accelerate  the  nmalgam-ation  and 
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r;? tionalization  of  tho  vrrious  bnnlcing  organs  with  n 


view  to  lo'vering  the  cost  of  r''ising  funcs  to  the 


utmost . 


D.  To  carry  out  a  sound  currency  policy 


and  to  manage  the  money  market  oronorly  and  oppor¬ 


tunely  under  the  control  of  the  Central  B<»nk«' 
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"  Pages  24-26  Inclusive,  Section  IX; 

'"Financial  Policy, 

"'The  success  or  failure  of  this  nro- 
grair.  is  doubtless  solely  derendent  uron  the 
Governirent '  s  consistent  and  firir  guidance  under  the 
national  nolicy.  Ihe  Governirent  should  surrort 
various  industries  with  all  possible  reans  froir  the 
standpoint  of  strengthening  the  nation's  power 
and  it  is  especially  of  vital  necessity  that 
measures  for  financial  aid  should  be  taken  by  our 
Government. 

"'The  assumed  amount  requisite  for 
the  financial  aid  to  be  executed  by  the  Government 
for  achievement  of  this  program  is  as  follows^  (As 
to  outline  of  the  items  of  account,  see  attached 
table  Ko.  4). 

"'Unit,  one  million  yen.  Items;  Amount  of 
Subsidy  for  Construction  of  Projected  Industries; 

1937  -  30,000,000  yen;  1938  -  146,000,000  yen; 
1939  -  261,000,000  yen;  19^0  -  278,000,000  yen; 

1941  -  289,000,000  yen.  Total,  1,400,000,000  yen. 

"'Amount  of  Subsidy  Incidental  to  Execution 
of  this  Program; 

1937  _  27,000,000  yen;  1938  -  82,000,000  yen; 
1939  -  59,000,000  yen;  194-0  -  55,000,000  yen;  194-1  - 
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49,000,000  yen.  Totalj  272,000,000  yen,  or  a  total 
of  arr.otint  of  subsidies  of  1,276,000,000  yen, 

'"Iho  estiirate  of  the  future  annual  er- 
renoiturc  of  ovir  Emrira  for  the  rurrose  of  realiza¬ 
tion  of  rerletion  of  the  nation's  strength  and 
completion  of  the  national  defense  (i.e,  amount  of 
the  future  annual  errenditvire  having  as  an  object 
the  execution  of  this  program)  is  approximately  as 
in  the  chart  belo’v  and  the  foregoing  subsidies  are 
to  be  included  in  the  airoxint  of  annual  expenditure. 

'"Unit,  one  million  yen.  Classification: 
Total  Amount  of  Estim.ated  Annual  Evpenditure 
(Assumed):  1937  -  2,945,000,000  yen;  1938  - 
3,571,000,000  yen;  1939  -  3,900,000,000  yen;  1940  - 
4,200,000,000  yen;  1941  -  4,300,000,000  yen.  A 
total  of  18,843,000,000  yen. 

"'Increase  as  against  1937. '"I  will  read  the 
total;  4,263,000,000  yen. 

"'KOTE;  (a)  Represents  the  requisite 
arrogant  as  the  secondary  additional  estimate  for 
1937  following  execution  of  this  program  and  is 
included  in  2,945  million  yen. 

"'Tile  counter-plan  for  the  above  purposes 

will  be: 

"'1.  Estimates  for  the  annual  revenue 
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corresroraing  to  the  nbove  quoted  eyrenditure  shall 
be  dealt  with  in  the  following  manner: 


'"Unit,  one  million  yen.  Classification; 
Ptindamental  Revenue:  1937  -  1,600,000,000  yen'" 
1938  -  1939  -  194-0  and  194-1  are  the  same  for  funda¬ 


mental  revenue.  Total  8,000,000,000  yen. 


'"Natural  Increase  Sc  Increased  or  Kew 


Taxes;  1937  -  400,000,000  yen;  1938  -  784,000,000 
yen;  1939  -  903,000,000  yen;  1940  -  1,073,000,000 
yen;  1941  -  1,211,000,000  yen.'"  Or  a  total 


natural  increase  and  increased  or  now  taxes  of 


4,371,000,000  yon. 


'"Increase  Transferred  from  Specific 


Account;  Total  368,000,000  yen. 

'"National  Loan  Bond;  Total  6,177,000,000 
yon.'"  Or  a  grand  total  of  18,916,000,000. 


"'Amoxuit  of  Increase  as  Against  1937^ 


4,263,000,000  yen. 


'"2.  It  is  necessary  for  the  Government, 


not  only  to  carry  out  all  possible  synthetic 


measures  to  improve  the  financial  situation  regard¬ 


ing  circulation  of  money,  consumption  and  all  the 


matters  concerned  v/ith  the  people's  subsistence,  but 


also  to  take  the  following  important  stem's  for  the 


purpose  of  successful  accomplishment  of  the  above 
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financial  policy, 

"'(1)  To  intensify  the  control  of 
budget.  To  concentrate  the  annual  expenditure  on 
fostering  and  achievement  of  the  execution  of  this 
trograr  and  to  thoroughly  cut  down  non-urgent  and 
non- important  expenditures, 

"'(2)  In  conjunction  with  the  advancement 
of  producing  capacity  and  increase  of  the  people's 
income,  to  contrive  fundamental  rationalization  of 
the  taxation  system,  etc. ,  in  order  to  increase  the 
running  revenue  of  the  nation, 

"'(3)  To  strive  all  the  more  for  drawing 
the  military  expenditure  into  industrial  branches, 
"'(4)  To  stimulate  the  profits  of  heavy 
industries  to  be  participated  in  by  the  agricul¬ 
tural  and  fishing  districts. 

"'(5)  To  firmly  establish  the  national 
loan  bond  policy  in  conjunction  with  the  financial 
policy. 

'"(6)  To  enforce  administrative  and 
financial  ro-adjustment  with  a  view  to  promoting 
efficiency  of  the  Government  and  public  officials, ' 
"138.  An  attempt  was  made  to  estim.ate  the 
amount  of  funds  necessary  to  construct  the  facili¬ 
ties  to  carry  out  the  expansion  program  of  important 


LI EBERT 


DlilECT 


in  Treble  ho 


LIESERT 


DIKECT 


IHE  ERESIDEi:!:  The  cht?.rt  ought  to  be  suf 
ficient,  I  think,  \Vc  hardly  need  a  dissection, 

BHIGADlEil  QUILLIAI-  :  Docs  your  Honor  sug¬ 
gest  that  these  should  not  be  read  at  all? 

THE  EHECIDEKT*.  I  do  not  knew  how  my  col¬ 
leagues  feel  about,  it,  but  I  do  not  believe  that 
anybody  requires  the  dissection  that  ar'cnrs  hero, 
BRIGADIER  QUILLIAl'j  They  have  got  to  be 


totals  should  be 


THE  I  RESIDENT;  But  th 


enlightening 


BRIGADIER  QUILLIAJ^  :  I  will  ask  the  wit 


ness  to  give  the  totals,  sir, 

IKE  V,irivESS;  The  total  is,  aggregate, 
1,003,198,000  yen,  cstirates  of  direct  and  indirect 
subsidies  of  Jarancse  Government  for  industries  rro 


jGCted  by  this  program. _ 

BRIGADIER  QUILLIAl :  And  Tabl 


IHS  V.'ITilESS:'* 'Table  Ko.  4-2,  Estimates 


of  Subsidies  of  Jarpnosc  Government  for  Collateral 


Enterprises  for  Eyocution  of  This  Trogram, 

217,872,000  yen.'" 

IKE  I  .<E£IDEKT:  271  million. 

IKE  WIIKESS:  271,872,000  yen. 

It  might  be  noted  t'''?>t  the  am.oimts  shown 


DIRECT 
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in  this  table  are  not  Included  In  the  amounts  of 
government  investment  described  in  the  text  of 
financial  policy. 


Hebert 


direct 


j9.  The  novornmont 

subsidy  nrosrss,  by  „roviai„p 

esses  ss  a  matter 
'•I'lle  nearly  every  Hinietry 
ciibsidies  for  one 
records  of  subsidi 
cure to  records,  hov 
Ministry 

yerrs  Ironedirtely 
follows* 


PPve  effect  to 
fiayraent  of  subi 
or  lev  hcrclnhefort 
of  the  Jaosnese  Gove 
''uriose  or  another,  the 
ss  oald  are  Inconpioto.  Pain, 
-over,  wore  obtained  fron  the  ' 
Commerce  and  Industry  ooverlnp  the  fi 
’>recodin*r  the  wrr  ... 


J-^O.  One  of  the 
Jonanese  Government  directly 
scoordanee  vdth  notional  nolj 
”■  ‘"'=='ss«ont  to  induce  Invc 
>"se,  was  through  the  medium 
onnanlos.  National  ooUay 
hto  two  typos.  (1)  Those  fo. 

bo  exploitation  or  devolopnor 

?)  Those  estphu 


--n 


a-TTr  f.  ’r-- 


LI EBERT 


DIRECT 


8,531 


industries  generally.  The  first  tyoe  policy  conpeny 
wns  described  and  listed  hereinbefore  at  Paragraph 
120,  pages  90  ,  91,  92  and  93  of  this  statement.  The 
latter  type  of  national  policy  company,  established 
for  the  purpose  of  developing  specif io  industries. 

Is  listed  end  described  as  follows* 

Jobap  Iron  n«D^fgptiiri ng  Cnn^napy 
was  formed  under  the  nrovislrns  of  Law 
No.  47,  April  6,  193.%  for  the  nurpose 
of  developing  the  Joponeso  iron  manu- 
factoring  industries.  The  nroduction 
of  iron  had  been  very  small  and  un¬ 
economic,  and  it  was  thought  that  one 
strong  comnany  for  the  development  of 
iron  end  steel  manufacturing  enter¬ 
prises  at  the  direction’  of  the  Govern¬ 
ment  would  greatly  enhance  the  nroductivo 
capacity  of  Japan.  Since  its  formation 
the  capitalization  has  been  increased 
four  times  from  350,000,000  to  8,000, 
000,000  Yen. 


ie  Jai 


!rps“>oi 


?any  was 


formed  pursuant  to  lor.,  October  1,  1937, 
for  the  purpose  of  developing  the  trons- 
portation  faeijities  in  Japan.  It  has 


DIRECT 
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an  original  capltalizstlon  of  35*000, 
000  Yon. 


vfos  formed  purruant  to  law,  January  19» 
1938,  for  the  purorse  of  developing 
artificial  petroleum.  Original  capi¬ 
talization  was  100,000,000  Yen. 


formed  April  1,  1939  for  the  nurnose  of 
effecting  a  unity  in  the  production  and 
distribution  of  electric  power  within 
Japan  proper.  This  company  was  given 
monopolistic  powers  by  law  under  the  con¬ 
trol  of  the  Government,  The  capitaliza¬ 
tion  of  the  Japan  Electric  Power  Company, 
hov/ever,  wes  nrovldcd  by  private  soirees. 
The  Japan  Rice  Company  was  formed  July  25 
1939,  for  the  purpose  of  effecting  a 
monopoly  in  the  purchase  end  sole  of 
rice.  The  Company  had  a  capitalization 
of  30,000,000  Yen  and  was  one  of  the  mean 
used  to  control  the  price  of  foodstuffs, 
since  rice  constitutes  the  major  item 
of  the  Jana ne sc  diet. 
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^;ompany  was  formed  pursuant  to  law, 
Aupust  10,  1939,  for  the  purpose  of 
developing  the  mining  industry  of 
Japan  and  the  sale  of  the  products 
therefrom.  Its  original  capitaliz¬ 
ation  was  30,000,000  Yen,  but  this 
was  Increased  later  to  90,000,^00 
Yen.  One  of  the  prime  functions 
of  this  Company  was  to  assist  pri¬ 
vate  enterprise  in  developing  the 
natural  resources  of  the  country  in 
accordance  with  the  national  policy 


The  Japan  Aeronautics  Company  was 


formed  pursuant  to  law,  August  31, 
1939.  It  had  control  of  all  air¬ 
plane  travel  both  national  and  inter 
national. 


he  Imperial  Petroleum  Company  was 


formed  September  1,  1941,  with  an 
authorized  capital  of  100,000,000 
Yen.  The  purpose  of  this  Company 
was  to  survey  and  develop  oil  fields, 
both  in  Japan  proper  and  in  the  dom¬ 
inated  territories,  and  to  control 
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the  purchase  and  the  sale  of  all 
petroleum  and  oil  products.  This 
Company  was  the  effective  Govern¬ 
ment  instrument  for  the  complete 
control  of  petroleum. 

The  Industrial  Eouinment  Corporation 


was  organized  pursuant  to  Law  No.  92 
of  November  25,  1941,  for  the  pur¬ 
pose  of  equipping  wartime  industry 
as  determined  by  the  Government. 

All  of  the  capitalization  of  400, 
000,000  Yen  was  furnished  by  the 
Government.  This  was  the  effective 
means  by  which  the  Government,  in 
its  last  stages  of  preparation  for 
war,  utilized  all  machinery  and 
plant  capacities  in  Japan  in  accord¬ 
ance  with  national  policy. 

'•The  distinctive  feature  of  all  national  pol¬ 
icy  companies  is  that  (a)  they  were  organized  pursu¬ 
ant  to  a  special  law  for  a  stated  government  purpose; 
(b)  in  all  cases  they  are  managed  and  directed  by  the 
government;  (c)  in  all  cases  the  companies  hove  very 
broad  powers  of  action  within  their  respective  fields 
of  endeavor;  (d)  the  Government  usually  furnished 
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50^  of  the  capital;  (c)  the  Government  waives  Its 
right  to  dividends  when  profits  are  short;  (f)  the 
Government  guarantees  payment  of  debentures  and  In¬ 
terest  on  loans;  (g)  In  addition  to  special  operat¬ 
ing  privileges  the  companies  receive  subsidies,  grants 

/ 

In  aid,  freedom  from  tax  restrictions,  and  other 
operating  benefits.  It  is  to  bo  noted  that  of  the 
29  national  policy  companies  cited  and  described  in 
this  statement  22  of  them  were  formed  since  1933  for 
the  purpose  of  Industrial  production  or  control.  Of 
these  22  companies  13  of  them  wore  formed  after  the 
China  Incident  and  were  specifically  set  up  for  war 
production. 


DIRECT 
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"1942  5,695,060,000  Yen." 

THE  PRESIDENT:  They  rrc  net  nlllicn.  They 

rre  not.  units  cf-r  nillien,  rre  they? 

THE  WITNESS;  No,  rir;  they  rre  rs  strted. 

THE  PRESIDENT:  I  think  the  figures  rre 

stetet?  in  extent  of  thrt  trble. 

THE  WITNESS:  Strtec*.  in  extent,  yes,  sir. 

•  .  '  ‘  THE  PRESIDENT:  You  hrd  better  rerc*  then  rgrin 

THE  WITNESS:  (Reeding) 


"1941"  — 

BRIGADIER, QUILLIAM:  I  think  his  Honor 


neens  yerr  by  year. 

THE  PRESIDENT:  No,  thr 

then  rll, 

■  THE  V/ITNESS:  (Reeding) 


Reed 
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"1936  3,000,000  Yen 

1937  5,500,000  Yen 

1938  211,000,000  Yen 

1939  575,240,000  Yen 

1940  1,762,090,000  Yen 

194:^  3,317,530,000  Yen 

1942  5,695,060,000  Yen 

"The  guarantees  represented  by  the  above 
table  do  not  include  other  types  of  guarantees  such 
as  the  principal  and  interest  on  special  debentures 
and  the  guarantee  dividends  on  stock,  facts  which 
considerably  enlarge  the  scope  of  the  Government's 
financial  obligations.  The  emphasis  which  the 
Government  placed  upon  financing  the  national  policy 
companies  by  debenture  issues  is  shown  in  the  follow¬ 
ing  table,  compiled  by  the  Industrial  Bank  of  Japan, ^ 
which  indicates  the  ratio  to  total  debenture  issues 
by  year  of  national  policy  companies  and  ordinary 


companies  t 

1937 

1938 

1939 

1940 

'  1941 

Special  Company 
Debentvires 

28.1 

50.2 

66.9 

77.5 

72.8 

Ordinary  Company 
Debentures 

'31.9 

49.8 

33.1 

22.5 

27.2 

"142.  It  is  notable  that  as  the  war 
preparations  became  more  intense  the  amount  of 


n 
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unsecured  company  debentures  Increased.  The  following  j 

table,  comnlled  by  the  Industrial  Bank  of  Japan, 

shows  the  amount  by  year  of  total  company  debentures 

issued  with  security  and  total  company  debentures  | 

issued  without  security I94I  | 

“Company  Debentures  g  „  27.0  30*2 

issued  with  Security  49.2  45.1 

(all  companies) 

“Company  Debentures  73.0  69.8 

issued  without  Security  50.8  54.9  hi.d  /d. 

(all  companies) 

I  “However,  by  far  the  greater  prirtion  of 

unsecured  company  debentures  were  issues  of  the  national 
policy  companies  as  shown  In  the  following  breakdowns 
Percent  of  Non-Secured  Company  Debentures 
to  total  Debenture  Issues,"  were  as  stated'  in  the 
preceedlng  table.  Of  this  amount  the  National 
Policy  Company  Non-Secured  Debentures  Issues  in  1937 
were  28.1,  in  1941-,69.6,  whereas  the  Ordinary  Company 
Non-Secured  Debentures  Issues  In  1937  were  22.7 
and  decreased  to  .2  of  the  total  In  1941. 

■■143.  The  throe  tables  cited  above  which 

show  the  debenture  Issues  between  1937  and  1941 

demonstrate : 

"(a)  That  from  1937  onward  by  far  the  greater 
nortlon  of  total  debenture  Issues  were  by  national 
policy  companies.  _ 


I 


direct 


liebert 


«i(b)  That  almost  aix  -  ‘ 

^.v.»r,t«re  issues  were  ulthout  security, 
company  debenture  issue 

«'(c)  That  by  guaranteeing  the  pr  nc 
ana  interest  of  debentures  of  national  policy 
companies,  as  provided  by  la«.  the  Oovern^ent  becaue 
,ne  direct  and  principal  financier  for  the  expand!^ 
onoratlons  of  the  national  policy  cos-panles  organ 
_ _  «ar  production  end  ear  production 
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(b)  That  almost  all  the  national  policy 
company  debenture  issues  were  without  security, 

"(c)  That  by  guaranteeing  the  principal 
and  Interest  of  debentures  of  national  policy 
companies,  as  provided  by  law,  the  Government  becaa 
the  direct  and  principal  financier  for  the  expandin 
ooeratlons  of  the  national  policy  companies  organlz 
for  increasing  war  nroductlon  and  war  production 
potential. 


144,  A  direct  showing  of  financial  prep- 
arations  for  war  Is  mado  In  the  yearly  budget  of  the 
Japanese  Oovernnent  for  the  V’ar  and  Mavy  ?41nlstrlea 
(IPS  Document  9023A)," 

BRIGADIER  QUILLIAKj  fcay  it  please  the 
Tribunal,  I  offer  in  evidence  IPS  document  No. 

9023A. 

THE  PRESIDENT:  Admitted  on  the  usual  terms, 
CLLRI-.  OF  TI:E  COURT:  Prosecution’s  Hnoumon* 
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i-iscal  year  1931;  total  budget 
ir,  246,619,575  yen. 

^13,230,611 

463,138,475 

463,379,989 

498,681,102 

514,778,209 

2,749,718,768 

4,250,587,886 

4,647,324,763 
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1 

2 

3 

4 

5 

6 

7 

8 
9 

10 

11 

12 

13 

14 

15 

16 

17 

18 

19 

20 
21 
22 

23 

24 

25 


are  composed  of  two  accounts  ^  the  General  Account 
and  the  Special  Account.  In  1937»  however,  a  third 
account  was  set  up  called  i^'ar  Expenditure  Account.i 
This  ’^'ar  Expenditure  Account  was  set  up  to  carry  the 
direct  war  making  expenditures  after  the  China 
Incident.  It  is  significant  that  these  accounts 
were  never  closed  but  steadily  Increased  in  amount 
between  1937  and  1941  as  did  the  General  Accounts." 

I  will  read  the  following  excerpts  from  IPS 
Document  9023 A: 

"a)  Page  1  which  is  the  totals  of  the  budgets 
of  the  Ministry  of  ’"ar  for  the  Years  1931  to  1941. 

"b)  Page  l6  which  is  the  totals  of  the 
budgets  of  the  Ministry  of  Navy  for  the  years  1931 
to  1941. 

"Page  one,  Fiscal  year  1931;  total  budget 


of  the  Ministry  of  V’ar, 
"1931 
"1932 

246,619,575  yen, 
246,619,575 
413,230,611 

1933 

463,138,475 

1934 

463,379,989 

1935 

498,681,102 

1936 

514,778,209 

1937 

2,749,718,768 

1938 

4,250,587,886 

1939 

4,647,324,763 

<JI  '•  ':i 
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1940  4,894,368,020 

1941  9,094,483,207” 


3 

4 

5 

6 

7 

8 


THE  PRESIDENT;  In  the  future  it  will  be 
sufficient  to  take  those  very  largo  figures  to  the 
nearest  million,  but  stating  always  that  you  arc 
doing  so. 

ThE  ’’’ITKESS;  Pago  I6,  budget  for  the 
Minister  of  «avy  : 


9 


■’Fiscal  year 


10 


11 

12 

13 

14 

15 

16 

17 

18 

19 

20 
21 
22 

23 

24 

25 


1931 

232  million  yen 

1932 

320  million  yon 

1933 

410  million  yen 

1934 

491  million  yen 

1935 

534  million  yen 

1936 

560  million  yen 

1937 

1  billion,  307  million  yon 

1938 

1  billion,  847  million  yen 

1939 

1  billion,  770  million  yen 

1940 

1  billion,  872  million  yon 

1941 

6  billion,  352  million  yen 
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"145.  Authorization  to  expend  money  from 
the  Extraordinary  7ar  Expenditures  accounts  of  both 
the  Army  and  Navy  was  made  through  the  power  of 
Imperial  sanction  but  actually  was  done  by  the  Min¬ 
isters  of  ^ar,  Navy  and  Finance.  For  Instance,  the 
document  discloses  that  Ministers  of  ’'ar  ITAGAKI, 

FATA,  AND  TOJO,  together  with  Minister  of  Navy, 

SHIMADA,  as  well  as  Minister  of  Finance,  KAYa,  all 
authorized  expenditures  from  these  accounts.  Pages 
2,  3,  4,  and  17  of  exhibit  859,  also  pages  18  and  19"- 
I  will  reread  that  sentence*  "Pages  2,  3,  4-,  17,  18 
and  19  of  exhibit  859  is  a  complete  breakdown,  by 
dates,  amounts  and  authority  for  expenditures  from 
the  Extraordinary  ’’^ar  Expenditures  Accounts. 

"146.  The  following  table  discloses  a  clear 
picture  of  the  total  money  budgeted  for  the  I'lnistries 
of  ’"ar  and  Navy  in  proportion  to  the  total  of  the 

annual  budgets. 

Fiscal  Year  Total  Budget  Total  cf  ’^ar  and 
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"MONET^Y  POLICIES 

"147.  During  1932  the  yen  was  allowed  to 
depreciate  even  more  rapidly  than  the  pound  sterling 
In  relation  to  gold  and  the  United  States  dollar, 
’"hlle  It  is  true  that  during  1933  and  193^^  the  dol¬ 
lar  itself  depreciated  vls-a-vls  gold,  in  1934-  the 
dollar  was  stabilized  in  terras  of  gold  and  the  yen 
v/as  stabilized  in  terms  of  the  pound  sterling  at 
Is.  2d.  From  then  until  August  1939,  the  yen  re¬ 


mained  pegged  to  the  pound  sterling. 

"148.  Shortly  after  the  demise  of  K. 
TAKAHASHI,  Minister  of  Finance,  on  February  20, 

1936,  Japan  embarked  upon  a  series  of  financial 
programs  emphasizing  state  control  of  economy  for 
political  purposes.  This  fact  has  been  demonstrated 
repeatedly  in  this  statement.  The  Monetary  Policies 
reflect  the  all-out  v.ar  expansion  program  with  little 
consideration  for  sound  government  financing.  To 
provide  for  the  enormous  budget  outlays  for  war 
purposes  the  government  steadily  Increased  its 
issue  of  National  Loan  Bonds.  The  following  table 
shows  the  amounts  of  bond  issues,  together  v/ith  the 
amounts  purchased  and  the  percentage  of  purchase  of 
the  issue.  In  many  instances  the  Bank  of  Japan 
purchased  these  government  bonds  directly  and,  through 


4,066,000,000  Yen 
4,746,000,000  Yen 
5,693»000,000  Yen 
8,873,000,000  Yen 


,t8  control  of  banks,  forced  tne 
■inanolal  Institutions  to  rapurohase  them. 

^3,1  Year _ Tssues  - _ 

"  wly"'  2,230,000,000  Yen  1,536,000,000  Yen 

„38  .,530,000,«>0  Yen  066,000,000  Yen 

,,39  5,516,000,000  Yen  4,746,000,000  Yen 

,940  6,684,000,000  Yen  5,693,000,000  Yen 

,941  10,191,000,000  Yen  8,87i,00O,o 

The  increased  use  of  the  Banh  of  Japan  as  an  under- 

*rlter-aistrltUT;or  of  government  bonds  is  disclose 

^  amount  of  holdings 

In  the  following  table  showing 

of  government  bonds  by  the  Bank  of  Japan. 

..in  1936  -  487,000,000  Yen,  increased  In 

1941  to  5,409,060,000  Yen. 

..,49.  The  Government  twice  Increased 

14  44-  the  ^ank  of  Japan,  the 
tax  free  note  Is.nue  Unit  of  -he  Ban 

Bank  of  Chosen  and  the  Bank  of  Taiwan  between  193 

end  1941  in  order  to  continue  the  easy  money  regime. 

The  following  table  indicates  the  increased  amo^ 

of  notes  issued  I:-  the  Banks  of  Issue  between  1936 

and  1941*"  .^..4 

The  ends  of  the  year  are  cited.  In  93 

the  Bank  of  Chosen  increased  its  issue  from 
,1,C»0,000  Yen,  the  Bank  of  Taiwan,  79,OCO,^0  Yen, 
the  Ban!  of  Japan,  1,865,000.000  Yen.  This  increase 


I 
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continued  until  1941,  The  Bank  of  Chosen  issued 
742,000,000  Yen  v/orth  of  notes;  the  Bank  of  Taiwan, 
253,000,000  Yen;  the  Bank  of  Japan,  5»979,000,000 
Yen, 

"Despite  these  increases  note  circulation 
kept  above  the  tax  free  limit;  consequently,  effective 
April  1,  1941,  there  was  passed  the  Law  Concerning 
TSxtraor dinary  ^ceptlons  from  Application  of  Con¬ 
vertible  Bank  Note  Law.  This  Law  suspended  the 
provisions  which  governed  the  monetary  reserve  of 
the  Bank  of  Japan,  Bank  of  Chosen  and  Bank  of  Taiwan 
and  dissolved  the  distinction  between  specie  reserve 
(gold  and  silver)  and  fiduciary  reserve  (commercial 
paper  and  government  bonds).  The  Ministry  of  Finance 
was  authorized  to  fix  the  maximum  amount  of  tax  free 
note  Issues,  These  provisions,  together  with  other 
laws,  had  the  effect  of  giving  a  completely  artificial 
value  to  the  yen, 

"150,  The  'Reavune  of  Policy  Relating  to 
Execution  of  Summary  of  Five-Year  Program  of  Import¬ 
ant  Industries*  (Part  II  of  exhibit  842),  provides 
in  its  plan  for  accelerating  the  increase  of  fresh 
savings  of  money,  at  page  4,  the  following  program* 
"'(a)  To  open  a  national  movement  for 
practicing  economy  of  consumption  and  thrift  and _ 
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to  1941:'' 

I  v/lll  read  only  the  increased  bank  deposits 
of  the  saving  banks  as  being  pertinent  at  this  time: 
1937  »_  2,117,000,000  Yen,  the  deposits  at  the  end  of 
the  year;  1938  savings  bank  deposits  —  5»571,000,000 
Yen;  1939  —  3,363,000,000  Yen;  1940  —  4,453,000,000 
Yen;  1941  --  5,542,000,000  Yen,  savings  bank  deposits. 

THE  PRESIDENT:  Is  that  figure,  five  billion 
It  looks  questionable  in  that 


odd  for  1938,  correct? 
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THE  ’VnNESS:  1938  —  5, 571 » 000, 000  Yen. 
THE  PRESIDENT;  It  Is  the  largest  savings 
bank  figure  of  all.  You  can  look  a^  it  during  the 

recess,  Mr.  Liebert. 

'1e  will  recess  now  for  fifteen  minutes. 
(’Tiereupon,  at  144-5,  a  recess  was 
taken  until  1500,  after  which  the  proceedings 
were  resumed  as  follows:) 
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IIARSKAL  OF  THE  COURT  The  International 
Military  Tribunal  for  the  Far  East  is  now  resumed. 

THE  PRESIDENT;  Brigadier  '-^uilliam. 

BRIGADIER  QUILLIiiM:  May  it  please  the  Tri¬ 
bunal,  I  will  ask  the  witness  to  continue  reading 

from  page  120. 

the  WITNESS:  (Reading) 

"In  this  connection,  the  Postal  Savings 
Bank  offices  sold  to  the  public  special  government 
bonds  in  small  denominations.  These  wore  3-5  per¬ 
cent,  7-year  Reconstruction  Savings  Certificates  and 
Capital  Savings  Certificates  with  a  face  value  of 
100  yen.  In  May  19*40,  further  steps  were  taken  to 
absorb  surplus  savings  by  the  sale  of  ’baby’ bonds  or 
•patriotic'  bonds.  This  sort  of  bond  was  in  denomin¬ 
ations  of  5  and  10  yen  and  had  a  maturity  value  of 
10  years  but  carried  no  interest.  The  appeal  to 
purchase  this  sort  of  bond  was  the  offering  of  prizes 
after  the  fashion  of  a  public  lottery.  The  amount  of 
increase  of  Postal  Savings  by  the  impetus  of  this 
sort  of  encouragement  is  disclosed  in  the  following 
table  of  Postal  Savings  Accounts: 
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AVINGS 


'•POSTAL 


Number  of 


Year  Ending 


"Accounts  for  Okinawa  are  included  in 


figures  above* 


1941? 
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and  a  slight  decrease 
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As  a  further  inducement  to  public 
gftv^ngs  i^ognriatlon  was 
March  19^1.  was  promulgated 

under  the  provisions  of  the 
.  The  purpose  of 
stabllshment  of 
•Savings  Associations'# 
stablished  in  local  com- 
sociations 

for  the  purpose  of  encourag- 
thrift  accounts.  These 

national  bonds  with 
and  practically  these 
implements  for  the 


savings,  the  Na’cionax. 
passed  on  the  12th  of 
by  Imperial  Ordinance 

General  Mobilization  Law 
to  provide  for  the  e 
!  knovm  as 


National 
this  Law  was  ‘ 
organizations 
These  Associations  were  e 
munities,  in  cities,  and  within  other  as 

and  group  organizations 
Ing  the  people  to  deposit 
Associations  in  turn,  bought  up 
their  assets.  Psychologically 
_ were  very  effective 
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One  might  describe  it  as  a  'trust  bank*  under  the 
control  and  direction  of  the  government.  The  in¬ 
vestment  of  funds,  however,  was  limited  to  the  fol 


lowing 


"(a)  Government  bonds,  corporate  deben¬ 
tures  guaranteed  by  the  government 
and  loans  to  government  accounts; 

"(b)  Foreign  government  bonds  and  yen  de¬ 
bentures  issued  by  foreign  corpor¬ 
ations  tinder  foreign  government 
guarantees; 

"(c)  Debentures  issued  by  and  loans  to 
public  bodies  and  the  financing  of 
emergency  needs  necessitated  by 
national  disaster; 

"(d)  Debentures  issued  by  corporations 
organized  under  special  laws; 

"(e)  Loans  to  banks  organized  under  spec¬ 
ial  laws; 

"(f)  Deposits  with  the  Bank  of  Japan  to 
be  held  abroad  for  purposes  desig¬ 
nated  by  the  government. 

"By  the  middle  of  1941,  64  per  cent  of  the 
•  the  Deposit  Funds  Management  Bureau  were  in 
it  bonds.  14  per  cent  in  bank  and  corporate 
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debentures,  while  11.5  per  cent  was  Invested  In  pre- 
fectural  and  municipal  bonds  and  8  per  cent  in 
special  banks  and  companies.  The  percentage  of  gov¬ 
ernment  bonds  held  would  seem  to  be  inordinately 
large  when  one  considers  the  origin  of  the  funds  and 
the  purpose  of  the  Bureau.  Again,  the  fact  is  clear¬ 
ly  demonstrated  that  the  Government  vigorously  pushed 
ahead  the  sale  of  national  bonds  as  a  method  of  ac¬ 
quiring  liquid  f\inds. 

In  connection  with  the  adjustment  of 

capital  investment  to  national  policy,  a  program  is 
set  out  in  the  'Resume  of  Policy  Relating  to  Execu¬ 
tion  of  summary  of  Five-Year  Program  of  Important 
Industries',  (Part  II  of  Exhibit  No.  842)  at  page  4 
as  follows; 

'"(3)  Measures  for  adjusting  Investment 
of  capital. 

” ' (a)  To  suppress  fresh  investment  in 
non-urgent  and  non-essential 
enterprises; 

"'(b)  To  have  the  Bank  of  Japan  super 
vise  and  guide  the  employment 
of  capital  by  the  various  bank¬ 
ing  organs; 

"'(c)  To  restrain  double  investment." 
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"The  execution  of  this  policy  is  reflected 
in  the  TPtnnnrarv  Fund  Adjustment  Low  passed  on  Septem¬ 
ber  10,  1937.  This  Lav/  had  as  its  purnose  the  adjust- 

« 

ment  of  use  of  funds  vdthin  the  country  with  a  view 
to  equi-balancing  the  demand  and  supoly  of  commoditios 
and  funds. 

"154.  The  Trmnorrry  Fund  Adjustment  Lav/ 
centrrlized  corooletc  authority  over  the  nation's  fi¬ 
nancial  structure  in  the  Bt'ink  of  Japan,  Under  this 
law  the  following  operations  of  all  banks  were  strict¬ 
ly  regulated: 

"(1)  -Control  of  bank  credit,  for  long  term  in¬ 
dustrial  financing; 

"(2)  Capital  increases  and  bond  issues  by 

comoanies  engaged  In  imuortant  industries, 
and 

"(3)  All  financial  operations  and  nrt^rams  by 
banking  institutions  and  industrial 
enternriscs, 

"The  application  of  the  low  was  entrusted 
to  the  llinlstcr  of  Finance  who  acted  upon  consultation 
of  officers  of  the  Illnistry  of  Finance,  the  Bank  of 
Japan,  and  the  Industrial  Bank  of  Jenan.  Vlien  financ¬ 
ing  expansion  of  industrial  facilities,  financial 
institutions  wore  required  to  obtain  permission  from 
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the  Hinlstry  of  Finrnce.  Tho  nrinciplc  occordinr  to 
v/bich  sT’ch  ncrmisslon  vros  Riven  wrs  brsed  on  the  divi¬ 
sion  of  industries  into  three  Rrov’ns,  recording  to  the 
degree  of  their  ^rrticination  in  such  activities  ss 

k 

armament  orod.uction,  export  tm^v,  and  strategic  in¬ 
dustrial  expansion.  Class  A  included  industries  di¬ 
rectly  engaged  in  these  lines  and  was  further  divided 
into  two  groms,  /  (a)  and  /  (b)  ,  according  to  the 
imnortrnce  of  the  ^ndristries.  ‘Loans  to  A*  (a) 
industries  up  to  3*000,000  yen  and  loans  to  A  (b) 
industries  up  to  1,000,000  yen  could  be  made  uoon  con¬ 
sultation  v/j  th  the  Eanh.of  Jenan,  and  permission  for 


loons  in  excess  of  these  amounts  were  freely  granted 
by  the  llinister  of  Finance.  The  industries  in  Class  B, 
to  which  loans  could  be  made  only  ’mder  special  cir¬ 
cumstances,  were  divided  into,  throe  grouns,^B  (a), 

B  (b)  and  B  (c),  again  according  to  the  importance  of 
the  industries.  Loans  under  B  (a),  up  to  300,000  yen 
could  be  granted  upon  consultation  with  the  Bank  of 
Japan,  and  loans  in  excess  of  this  amount  were  frcqly 
permitted;  authorization  for  loans  tc  B  (b)  in  excess 
of  30,000  yen  was  granted  only  under  special  circum¬ 
stances;  and  loans  to  B  (c)  in  excess  of  30,000  yen 
were  generally  prohibited.  Class  C  v/ns  made  up  of 
industries  v/ith  excess  capacity  or  of  those  industries 
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producing  unespentirl  goods.  Lor'ns  to  these  indus- 
trleo  in  excess  of  30,000  yen  were  forbidden.  This 
low  hrd  the  effect  of  rigidly  controlling  expansion 
of  industries  by  the  Government  in  accordance  with  the 
national  nolicy  and  dircc  ..g  the  flow  of  such  canital 
into  orefer’-cd  industries.  The  following  table  marked 
•Gross  Value  Added  by  I!anufacturing  in  Heavy  and  Ii^ht 
Industries  1931-1 94-1*  very  plainly  shows  the  direction 
of  the  controlled  flow  of  caoital.  This  table  is 
praohically  illustrated  in  the  apoendod  chart  marked 
•Expansion  of  Industry  in  Japan  °ropor,  1931-1941. » 
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BRIGADEii  QUILLIAi:;  I  was  proposing  to 
tender  the  chart,  sir,  after  the  table  had  been 
referred  to. 

THJ  V^ITilESS:  In  1931 »  according  to  current 
prices,  light  industries,  the  value  of  h  billion, 
minion:  heavy  industries,  832  million  or  a 
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CLEiiK  OF  THE  COUliT'.  Prosecution  document 
030-124-A  will  be  marked  exhibit  Ko.  860. 

(i/hereupon,  the  document  above 
mentioned  was  marked  prosecution's  exhibit 
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'»f  Finance  by  Imperial  Ordinance  lie.  681  of  October 
19,  1940,  entitled  ‘Ordinance  Concerning  Operation 
of  Funds  of  Banks  and  Other  Financial  Institutions.’ 
This  Ordinance  provided  that  all  financial  instltu- 
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tlons  were  required  to  adjust  their  investment 
policies  in  accordance  with  tho  directives  of  the 
Linister  of  Finance*  This  moasure  completely  de¬ 
stroyed  the  last  vestige  of  autonomous  action  of 
banking  institutions.  When  it  was  deemed  necessary 
for  the  smooth  supply  of  funds  for  expansion  of  pro¬ 
ductivity  the  lilnlstor  of  Finance  had  tho  pov/er  to, 
and  did,  order  banks  to  advance  funds,  subscribe 
to,  undenvpito,  or  buy  negotiable  securities  and 
guarantee  obligations.  This  Ordinance  further  pro¬ 
vided  that  any  losses  incurred  by  financial  institu¬ 
tions  as  a  result  of  directives  of  tho  Finance  llin- 
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Ister  should  be  compensated  by  tho  Government. 

"156.  Promulgated  at  tho  same  time  v,’as 
Imperial  Ordinance  No.  680,  entitled  'Ordinance  for 
Control  of  Corporate  Accounts. '  This  Ordinance  was 
made  pursuant  to  tho  National  General  Mobilization 
Dav/  and  charged  com'ierclal  concerns  with  the  respon- 
slbillty  for  'attalnmont  of  the  national  object. ' 

To  accomplish  tho  national  object  commercial  concerns 
were  compelled  to  utilize  end  conserve  funds  as  di- 


LIEBERT 


DIRECT 


recte^  by  the  Government,  to  pry  exprnses  rnc*  <*.6- 
precirto  r.ssets  rcr.srnr.bly,  tc  ’.*>lthhrl<’  excessive 
prynent  of  srlcries  rnc’.  tc  eccunulrto  funO.s.  Phirther- 
more,  the  c’.lstributicn  of  profits  rbove  r.  fixed 
percentrge  required  permission  of  the  Minister  of 
Finance,  r.s  well  cs  the  poyre.nt  of  bonuses,  etc.  The 
r.mount  of  money  which  comnercir.l  r.poncios  could  spend 
for  socirl  expenses,  ontertrinment ,  rdvertisinc,  rnd 

contributions,  other  then  tc  nrticnol  defense  groups  | 

I  ' 

I  or  wrr  relief  funds  v/ere  likewise  subject  tc  permis-  i 
Sion  of  the  Minister  of  Finrnce.  Conprnies  vere 
controlled  rs  to  the  Unit  of  requiring  nerotirble 
prper,  potent,  mining  or  fishing  rights  rnd.  the  lend¬ 
ing  or  borrowing  of  funds.  Tc  enforce  this  ordincnce 
‘  the  Government  wrs  errpov'erod  to  inspect  the  books 
of  rny  corporrtion  rt  rny  tine. 

"157.  The  effect  of  these  bonking  rnd  cor- 
perrte  fund,  controls  wrs  to  completely  integrate  the 
finrncirl  resources  rnd  rcti*‘iti3S  of  bonks, 
finrncirl  institutions  ond  corporrtions  into  the 
nrticnrl  policy.  Thot  nrtlonrl  policy  v;rs  the  exprn- 
sion  of  specific  industries  necessr.ry  tc  develop  wrr 
mo  ter  iris  rnd.  wrr  moterlrl  potentio.l. 

"I58.  V/hile  the  immedlrte  objective  of 

Industrlrl  cxpr.nsic n  rnd.  the  centre  1  of  finrnces  by 
the  Jrurnese  Government  mrs  the  building  up  of  rrr 
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production  and  war  production  potential  by  the  end 
of  the  year  194-1,  thoro  was  an  oven  more  far-roaching 
program  v/hich  concerned  the  use  and  purpose  of  this 
production.  It  v/as  the  domination  of  East  /isia. 

This  purpose  was  clearly  outlined  in  IPS  Locument 
I6II-A  which  is  entitled  the  ‘Outline  for  the  Econom¬ 
ic  Construction  of  Japan,  Hanchoukuo  and  China,  as 
decided  at  Cabinet  meeting  on  3  October,  1940.'  " 

BKIGhLIEH  QUILLIAl.;  liay  it  please  the  Tri¬ 
bunal,  I  offer  in  evidence  that  document. 

THE  PKESIuEPT;  Admitted  on  the  usual  terms. 
CLiiRK  OF  THE  COUItT:  Prosecution  document 
No.  1611-A  will  bo  marked  exhibit  No.  86I. 

(\/horoupon,  the  document  above 
mentioned  was  marked  prosecution's  exhibit 
No.  861  and  received  in  evidence.) 

THE  WITNESS;  I  will  road  portions  of  that 
document  which  is  self-evident  and  designate  those 
portions  as  I  proceed.  It  is  rather  a  lengthy  docu¬ 
ment. 
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'•OUTLINE  FOl  THE  ECONOUIC  CONSTRUCTION 

OF  JAPAN,  NANCUOUKUO  AND  CHINA 

"Decidod  at  Cabinet  Meet¬ 
ing  of  3  October,  194-0. 

/ 

"In  order  to  concretely  realize  the  mission 
of  our  country,  which  is  to  create  a  nov,*  order  in 
East  Asia  and  to  ensure  a  lasting  world  peace,  it 
is  necessary  to  push  forward  the  process  of  reno¬ 
vation  of  our  domestic  system  and  that  of  the  ex¬ 
pansion  and  reorganization  of  our  sphere  of  exis¬ 
tence  collectively  and  unitedly.  Consequently,  iho 
basic  economic  policy  of  our  country  should  be  based 
on  the  nature  of  the  general  plan  of  the  following 
throe  processes: 

"1.  Perfection  of  the  reorganization  of 
the  national  economy. 

■'2.  Organization  and  strengthening  of  the 
sphere  of  self-existence. 

"3,  Expansion  and  organization  of  the 
East  Asia  Co-Prosperity  Sphere. 

"After  all,  it  is  necessary  to  organize 
and  strengthen  the  general  political,  cultural  and 
economic  union  of  Japan-i'*anchoukuo,  North  China 
and  nongolla-Sinkleng  Areas  as  an  organically  solid 
sphere  of  self-existence  based  on  the  national  defense 
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and  geo-political  position  of  our  country,  together 
with  the  specific  islands  off  the  'Jouth  China  Coast 
as  its  advance  base  in  order  to  organize  and  ex¬ 
pand  our  sphere  of  existence  and  at  the  same  time 
to  establish  the  rtost  Asia  Co-Prosperity  Sphere 
embracing  Central  and  South  China,  Southeastern 
Asia  and  the  southern  areas  in  order  to  .accelerate 
and  expedite  the  perfection  of  a  national  defense 
economy.  And  in  regard  to  the  method  of  applying 
the  economic  policy,  it  is  necessary  that  special 
consideration  and  thought  be  given  to  it  to  make  it 
conform  to  the  stages  of  livelihood  of  the  respect¬ 
ive  races  'vhilo  adjusting  it  to  the  basic  policy 
pertaining  to  our  merger  with  the  nations  or  areas 
and  races  within  the  sphere  of  existence. 

"Basic  Policy 

"1.  The  aim  of  the  economic  construction 
of  Japan,  Kanchoukuo  and  China  is  to  establish  a 
state  of  self-sufficient  economy  v/ith  Japan,  I'a.n- 
choukuo  and  China  .as  a  unit  by  about  1950  J*-*!*^ 
the  same  time  to  accelerate  the  establishment  of 
the  East  Asia  Co-Prosporlty  Sphere  .and  thereby  r  ’ 
strengthen  and  secure  their  position  in  world 
economy. 

"3.  Japan,  being  the  motive  po;vcr  for  the 


economic  construction  of  Jacnn,  Mnnchoukuo  ond 
Chinn,  will  guide  nnd  nurture  the  economic  construe 
tion  of  I'nnchoukuo  nnd  Chinn  by  ianUing  every  effort 
to  enhnneo  the  spirit  of  the  people,  ronovnte 
their  domestic  situation  nnd  expand  their  national 
power.  Sspecinlly,  J.npnn  will  plan  for  the  epochal 
development  of  their  science  nnd  technique  nnd 
undertake  the  development  of  their  pioneer  indus- 
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Page  2,  «'Soctionol  Policy,"  sub-paragraph 

1  b: 

"llanchoukuo  henceforth  will  plan  for  the 

I 

epochal  development  of  her  mining  and  electrical 
industries,  in  particular,  and  moke  every  effort  to 
develop  her  heavy  and  chemical  Industries  according 
to  the  principle  of  the  right  industry  in  the  right 
place  betwe.-n  herself  and  China.  At  the  same  time, 
she  will  supply  our  Empire  with  a  portion  of  the  row 
motcriols  for  the  h  avy  Industrlos.  Furthermore, 
machine  industries  and  armament  industries  will  be 
developed  to  the  extent  of  satisfying  the  national 

defense  requirements." 

Page  3,  sub-section  2,  "Lrbor": 

"In  view  of  th-  importance  of  the  position 
of  labor  end  technical  productivity  of  the  people 
within  the  national  defense  economy,  an  epochal  re¬ 
form  wil^  bo  made  to  the  labor  and  technical  systems. 
At  the  same  time,  a  Japan-Mar.-.heukuo-China  labor  plan 
basqd  on  tho  foundation  of  locial  cooperation  will  bo 
established  and  •gesamtpolitisch*  control  and  redis¬ 
tribution  will  bo  undertaken. 

hq.  Our  Empire  will  make  every  effort  to 

ostoblish  a  nc-,  system  of  labor  and  tochnlquo,  train 
isborors  spiritually  and  physically,  promote  sclontlf 


LIEBERT 


DIRECT 


r 


«J,568 


\\ 


L 


10 

1 1 

12 

13 

14 

'd 

15 

i 

16 

r- 

V 

17 

18 

19 

20 

21 

22 

2^ 

2-1 

23 

Ic  education,  Intensify  labor  productivity,  train 
technicians  and  skilled  v/orkors  and  will  guide  and 
assist  in  the  economic  construction  of  China  and 
llanchoukuo. 

“3.  Finance,"  page  3* 

"For  the  establishment  of  the  national 
defense  economy,  the  financial  ideology  will  be  so 
changed  as  to  enable  the  acquisition  of  the  neces¬ 
sary  quantity  and  quality  of  materials  as  a.  state 
primarily  without  placing  the  financial  foundation 
solely  on  the  certainty  of  collection." 
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Ic  education,  Intensify  labor  productivity,  train 
technicians  and  skilled  v/orkors  end  will  guide  and 
assist  in  the  economic  construction  of  China  and 
lianchoukuo. 

"3.  Finance,"  page  3* 

"For  the  establishment  of  the  national 
defense  economy,  the  financial  ideology  will  be  so 
changed  as  to  enable  the  acquisition  of  the  neces¬ 
sary  quantity  and  quality  of  materials  as  a  state 
primarily' without  placing  the  financial  foundation 
solely  on  the  certainty  of  collection." 
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Prgo  4,  3,  sub-prrc graph  d:  i 

"In  regard  to  foreign  exchange,  the  elm  of 
control  v/ill  not  bo  directed  solely  on  the  economy  of 
overseas  payment,  but  also  on  acquisition  of  national 
defense  materials  from  foreign  countrit  s  and  in  regard  | 
to  the  foreign  exchange  funds,  both  Japan  and  Hanchoukuo! 
will  utilize  it  jointly.  Even  in  regard  to  China,  it 
will  be  so  set  up  to  enable  her  to  utilize  it  togeth-^r 
with  Japan  end  Hanchoukuo  as  much  as  possible .  Furthe»-i 
more,  it  will  be  further  planned  as  to  make  Japan  the 
center  of  finance  and  settlement  for  the  East  Asia  Co- 
Pfospefity  Sphere, 

"f.  In  regard  to  the  monetary  system  of 
China,  it  v/111  be  remedied  according  to  the  shifting 
of  the  situation  with  the  preservation  of  Japan's 
leadership  as  the  general  principle, 

"4,  Commerce, 

"The  past  conception  of  coraraerdlal  trade  will  j 
bo  changed  to  establish  c  trade  policy  based  on  prln* 
clple  of  production  economy  with  the  East  Asia  Co- 
Prospority  Sphere  as  a  unit  centering  around  Japan  and 
to  secure  its  position  in  world  economy, 

"5.  Traffic, 

"To  accelerate  the  unification  of  the  economy 
of  Japan,  Mcnchoukuo  end  ChiAa  and  to  comely  with  the 
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national  defense  demands,  shipping  harbors  and  rail¬ 
ways  will  be  perfected  and  expanded  for  the  enochal 
development  of  traffic  r4nd  communications  among  the 
three  countries.  At  the  same  time,  the  organic  connec¬ 
tion  of  sea  and  land  transportation  facilities  will  be 
promoted  and  every  effort  will  be  made  to  effect  a 
unitary  control  and  connection  of  airways  and  to  cxnond 
end  perfect  electrical  comm\inica.tion  and  broadcasting 
facilities.  Purthorr.orc,  the  epochal  expansion  of 
transportation  facilities  on  the  continent  will  be 
planned  for," 

Last  paragraph; 

"d.  In  order  to  maintain  the  autonomous 
position  of  the  traffic  and  communication  in  East  Asia, 
every  effort  will  be  made  to  bring  the  interests  and 
rights  of  the  third  powers  under  our  influence  one 
after  the  other." 

BRIGADIER  QUILLIAII:  May  it  please  the 
Tribunal,  the  statenont  was  tendered  for  identification 
and  given  an  exhibit  number,  840.  I  now  formally^^ 
tender  the  statement  in  evidence. 

THE  PRESIDENT;  Admitted  on  the  usual  terms, 
(’hereupon,  prosecution's  exhibit 
No.  840  was  received  in  evidence.) 

BRIGADIER  QUILLIAM:  Hay  it  please  the 
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Tribunal,  that  concludes  the  examination  in  chief  of 
this  witness. 

THE  PRESIDENT:  Captain  Brooks. 

MR.  BROOKS:  If  the  Tribunal  please,  the 
defense  would  like  to  request  the  consideration  of 
the-  Court  in  view  of  the  feet. that  th*  witness  must  be 
tired  end  the  defense  is  not  quite  prepored  for  a  con¬ 
solidated  cross-examination,  end  wondered  if  the  Court 
would  adjourn  for  cross-examination  in  the  morning. 

THE  PRESIDENT:  Brigadier  Qullllam. 

BRIGADIER  QUILLIAM:  May  it  please  the  Tribunal, 
Might  I  say  the  prosecution  would  welcome  that  pro- 

t 

cedure,  if  it  can  be  approved  by  the  Tribunal. 

THE  PRESIDENT:  We  will  adjourn  until  half 
past  nine  tomorrow  morning, 

(Whereupon,  at  1535*  an  adjournment 
was  taken  until  Thursday,  24  October  1946,  at 
0930.) 


